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Some Problems and Opportunities 


ro CALENDAR has come to 
mean a great deal to American 
businessmen. We make plans for 
the year—we analyze the happen- 
ings of the past year—and after 12 
months we repeat the procedure. 
Only an unexpected turn of events 
causes us to reverse ourselves in 
midterm—in May or August or Oc- 
tober. There are, however, certain 
trends in the business, certain prob- 
lems and certain opportunities that 
do not respect a calendar year. To 
some of these I will refer briefly, 
and in view of our practice of tak- 
ing stock at the beginning of every 
new year it seems particularly fit- 
ting that we do so at this time as 
we approach the second half of the 
twentieth century. 


By PAUL RUTHERFORD 


I will not indulge in over-opti- 
mistic or unqualified predictions; 
in fact, I am inclined to make no 
predictions at all. I was impressed 
by the realism of Dr. Edwin G. 
Nourse in an address that he made 
prior to his resignation as chairman 
of the Council of Economic Ad- 
visers. He said: 

“I am not prepared to say that 

1948 and 1949 precisely meas- 

ure the maximum of produc- 

tion, employment, and_pur- 
chasing power for the United 

States, but I venture the 

thought that they may be ac- 

cepted as at least a reasonable 
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facsimile thereof. As we now 
approach the year-end, I am 
not prepared to offer you any 
assurance, private or official, 
that we shall do precisely that 
well next year, throughout the 
decade of the ’50’s, or for the 
rest of this century.” 
Dr. Nourse then went on to say 
that if we are to maintain the 


march of economic progress we 


must display industry, prudence 
and self-discipline, and recognize 
that we can’t get more out of the 
economic system than we put in. 
He said, “Monetary and fiscal tricks 
have no magic but are a slippery 
road to misery.” 


SIMPLE SUBTRACTION 

Dr. Nourse implied that simple 
arithmetic continues to have a great 
deal to do with the successful con- 
duct of both government and busi- 
ness, and with that I heartily agree. 
Despite the apparent complexities 
of an insurance company’s annual 
statement, the net of it 
only a simple example in subtrac- 
tion. One statement I will venture, 
and that is that whatever measure 


involves 


of success we achieve during the 
coming years will depend largely 
upon thoughtful study and analysis 
of the causes of our past successes 
and failures. I said that we have 
today certain problems confronting 
us, but I am happy to say that we 
are confronted with more oppor- 
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tunities than problems. The solu- 
tion of the latter depends upon a 
realistic approach. On the other 


hand, the extent to which we will 
eventually capitalize our opportu- 
nities depends upon an imaginative 
approach. We cannot be found 
lacking in either enterprise or vi- 
sion if historians of the business are 
to write favorably of our accom- 
plishments. 


FuTuRE PROBLEMS 


Let us consider first some of the 
problems with which we have been 
or may be confronted. One often 
referred to in recent years is in- 
adequate capacity. With that is as- 
sociated to some extent the broad- 
ening of powers of fire and casualty 
companies and the effect which 
that may have upon our business. 
With it also we must consider de- 
velopments in industry which have 
brought about a wide demand for 
large amounts of coverage with 
which a decade ago underwriters 
were never confronted. The intro- 
duction of new capital and addi- 
tions to surplus have, in a great 
many cases, helped solve this ques- 
tion of capacity. Furthermore, rates 
have been brought more nearly in 
line with the exposures they are in- 
tended with reasonable accuracy to 
measure. This and a leveling off of 
volume had the effect of 
broadening the market for many 
lines. I think producers will agree 


have 
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that the situation has improved but 
cannot be marked off as finished 
business. 

The National Bureau of Casualty 
Underwriters recently welcomed a 
number of prominent fire compa- 
nies. Certain casualty companies 
are subscribing to fire rating organ- 
izations. What effect this new de- 
velopment will have upon our busi- 
ness is unpredictable. I will say, 
however, that I can see nothing but 
good coming from it. The market 
for practically all the casualty and 
fire lines that have to be sold—that 
is, the ones not influenced by law 
vast opportunities for 
There is 


—presents 
further development. 


plenty to go around. Admittedly 


the agents and brokers of America 
are the source of all business of 
the member companies of this As- 
sociation. No more business in any 
line will be written by these com- 
panies than the agents and brokers 
produce. Nevertheless, if 200 com- 
panies are striving to develop cer- 
tain lines, there is a greater likeli- 
hood of their being developed than 
if half that number is concerned. 
Certainly none of us has anything 
to fear from healthy and whole- 
some competition. What effect, if 
any, all of this will have upon the 
problem of capacity is problemati- 
cal. If it means that the business is 
going to continue to grow and pro- 
vide greater protection and invest- 
ment opportunities for the public, 
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the result will be that a great in- 
dustry will become greater. 

I have referred to certain devel- 
opments which have brought about 
a wide demand for large amounts 
of coverage. A request for a million 
dollar bodily injury or property dam- 
age limit used to be a rarity. Today 
it has become commonplace, and 


Paul Rutherford 


events have proven the wisdom of 
such demands even if they have 
not always proven the wisdom of 
our rates or our underwriting. 
Great strides have been made in 
many fields and in the develop- 
ment of new products of all kinds. 
There is an understandable haste 
to market these products. Haste 
frequently results in losses covered 
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by insurance and, getting back to 
simple arithmetic, these losses us- 
ually involve multiplication as we!l 
as subtraction. When Mrs. Jones 
serves her guests some canapes in 
which she has unwittingly mixed a 
rat poison instead of anchovy paste 
and the guests become ill, that is a 
claim which is easily handled un- 
der the comprehensive personal 
liability policy. But when an in- 
dustry markets a product that 
causes thousands of people to be- 
come ill or to be injured, or that 
results in extensive property dam- 
age, the question of limits, the 
question of capacity and at times 
the question of liability become 
very real problems of the insured 
as well as of the carrier and its re- 
insurers. Admittedly losses will oc- 
cur and unquestionably industry 


needs protection, but ways and 
means must be found for us to de- 


termine more accurately the nature 
of the risks we are assuming. There 
is a task here for underwriters, and 
for the technicians of the insurance 
business and the business of our 
policyholders. 
EVOLUTION AND CHANGE 

At this writing 47 states and the 
District of Columbia have enacted 
some form of rate regulatory law. 
Idaho is the exception. Great credit 
is due the supervisory authorities 
and the industry for the vast 
amount of intelligent effort which 
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has resulted in the transition re- 
quired by the SEUA decision. In 
discussing our problems I prefer 
nof to place rate regulation in that 
category. Fortunately nothing is 
static in our business. It is subject 
to constant evolution and change. 
That will apply to rate regulatory 
laws as it does to all of our opera- 
tions. It will apply not only to the 
laws but to their administration. 
It is of the utmost importance that 
we be guided at all times by one 
principal consideration: the inter- 
ests of the policyholder and the 
public. The word “regulation” is 
a harsh term but the application of 
regulation can vary from a sttrait- 
jacketing of the business to help- 
ful guidance that will enable us to 
constantly improve our product 
and the service which we render 
our thousands of customers. It is 
especially important, I believe, that 
if rate regulation is to accomplish 
its purpose—to provide the public 
with insurance at a fair price— 
every effort be exerted to apply 
rates and rating programs with a 
maximum of efficiency and a mini- 
mum of cost. Otherwise the objec- 
tives of these laws will be defeated. 

On the general subject of ex- 
penses, I cannot ‘believe that we 
have begun to do all we can do 
toward simplifying our business, 
toward eliminating unnecessary, 
costly operations. After all, our in- 
tent is to furnish a policyholder 
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with certain coverage, and then to 
perform under the terms of the 
policy. Are we satisfied that we are 
doing this as simply as we can, or 
should some of the study and re- 
search we are undertaking along 
other lines be channeled in that di- 
rection? I was pleased to see the 
other day that a committee is en- 
deavoring to find a brand new and 
simpler way of rating a certain cov- 
erage. I wonder if we shouldn’t fre- 
quently ask ourselves this question 
in connection with all of our rat- 
ing: Have we, in an effort to take 
care of apparent inequities in spe- 
cial cases, developed a rating struc- 
ture that is so complex that it is 
not only difficult to understand, 
but difficult and expensive to ap- 
ply? 


HicH VERDICTS 


I cannot leave this subject of 
current problems without referring 
to many unreasonably high ver- 
dicts which often seem to be ren- 
dered nowadays without adequate 
evaluation of the facts or of liabil- 
ity. We have attempted to do 
something about this. The Associa- 
tion of Casualty and Surety Com- 
panies, through its members, has 
distributed millions of copies of a 
leaflet® which gives a simple, log- 
ical statement of how rates are 
made, particularly in the automo- 


*“Don’t Let Him Get Away With It” 
Ed. 
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bile field. In a list of suggestions 
for keeping insurance rates down, 
this leaflet says: 

“If you serve on a jury, by all 
means grant the actual damages to 
which you think the plaintiff is law- 
fully entitled—but don’t let your 
sympathies overrule your sound 
judgment. Extravagant awards 
made on the basis that ‘insurance 
in 


> 


companies have lots of money 
reality punish all automobile own- 
ers by raising the cost of their in- 
surance.” 


INFORM THE PUBLIC 


It is our duty to continue to in- 
form the public so that they will 
understand that our loss costs are 
their costs and that their coopera- 
tion in reducing losses will react 
to their benefit. 

I have by no means: referred to 
all the issues and questions before 
us. Space is limited and I prefer to 
use it for the discussion of more 
pleasant topics. At the outset I said 
that we could fortunately look for- 
ward to more opportunities than 
problems and that we must ap- 
proach these opportunities with 
imagination and initiative. I am, by 
experience and training, what is 
called in our business “production 
minded.” I am told by our agents 
that this is a virtue, and I like to 
think that it is. I regard the future 
with great optimism; in fact, an 
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entire article could be written on 
the subject, “Opportunities Un- 
limited.” 

INFLUENCED By LEGISLATION 

First let me refer to the forms 
of casualty insurance and _ bonds, 
the production of which may be 
summarized as being “influenced 
by legislation.” There is a challenge 
in the fact that our lawmakers have 
thought enough of us to pass such 
legislation and to leave it up to 
private enterprise to properly han- 
dle the business so developed. If 
we are to prove worthy of this 
trust, we must first of all make cer- 
tain that claimants 
and public officials and others in- 
volved have not the slightest cause 
for complaint as the result of our 


insureds and 


conduct of the business. 

One of the most recent develop- 
ments in our business has been the 
passage of temporary disability 
benefits laws in several states. We 
have witnessed only the beginnings 
of this type of social legislation. 
It seems to me that in connection 
with such laws we can properly 
take the position that our chief con- 
cern is with the practicality of the 
legislation from the standpoint of 
the insurance business. We should 


be primarily interested in our abil- 


ity to render good service under 
the type of law that is passed. As 
voters and taxpayers we are nat- 


urally interested in all phases of 
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legislation, but I feel that the in- 
surance industry should be more 
interested in its ability to function 
under these laws and in the ac- 
curacy of rates rather than in the 
amount or kind of benefits the 
legislators propose to provide. 


A CHALLENGE To Us 


One of the great opportunities 
which is already with us and which 
will grow with the years is the 
challenge that these laws afford our 
agents, our underwriters and our 
claim departments. Our public rela- 
tions will improve or deteriorate 
depending upon what happens 
when we make thousands of new 
contacts with both insureds and 
claimants. These claims are going 
to take us into homes and into the 
presence of wives, sons, daughters 
and relatives. We will have more 
intimate and personal dealings with 
claimants than we have ever had 
in handling compensation claims. 
What the claimant and his family 
think of the insurance industry will 
be exactly what they think of the 
insurance people they meet and the 
treatment they receive. Further- 
more, what they think of the in- 
surance industry will depend upon 
the promptness with which we pay 
our claims. As in the case of work- 
men’s compensation payments, our 
checks should be in the hands of 
disabled employees on the day 
they are due, without fail. It would 
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be unthinkable that salaries and 
wages be paid employees at -the 
discretion of the employer rather 
than on a set day and hour. It is 
even more essential that the bread- 
winner of the family 
promptly the 
when, because of sickness or in- 
juries, the household finds itself in 
upset and distressing circumstances. 


receive 


money due him 


\ 
& 


Great strides have been made in the development of new products 


| 


Be. 
¥ 


How we will fare in this new ven- 
ture depends largely upon the de- 
termination of the entire industry, 
not any particular company, to do 
a creditable job. 

I have spoken of lines where 
production is influenced by law. 
We write other 
the production of which is largely 
upon the efforts of 


many coverages, 


dependent 
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agents and brokers to sell them. 
Before the days of strict safety re- 
sponsibility laws, the number of 
car owners insured for bodily in- 
damage ran 


jury and 


around 30 percent or 40 percent of 


property 


the total of registered cars. With 
the passage of strict safety respon- 
sibility laws in many states, this to- 
tal increased in most cases to be- 
tween 80 percent and 90 percent, 
and that occurred in a brief period 
of seven or eight weeks prior to the 
effective date of the various laws. 
Apparently we had not previously 
done a very good job of selling. 


ProrpeR WorKING TOOLS 


It would require a great deal of 
time and space to comment on the 
market that exists for the 
many lines we write, whether they 


vast 


be personal coverages or forms of 
protection designed for commerce 
and industry. Consider only two of 
them: the comprehensive liability 
policy (including automobile) and 
the DDD policy. These contracts 
wrap up in two packages the need 
for damage suit insurance and for 
the protection of assets. We recent- 
ly made a study that indicates not 
only an almost virgin market for 
these lines, but a complete lack of 
knowledge of the existence of these 
contracts on the part of most busi- 
nessmen. We have a long way to 
go. It is up to us as companies 


& 


to furnish our agents with proper 
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working tools and intelligent assist- 
ance in developing not only these, 
but other “have-to-be-sold” con- 
tracts. 


A COMPETITIVE MARKET 


We are back in a highly com- 
petitive market. Young producers 
are faced with competitive condi- 
tions which they have never before 
experienced but which are actually 


no more severe than they always 
have been in normal times. How- 
ever, it should be pointed out that 
no element of competition is in- 
volved when a prospect does not 
even know a certain coverage is 
available. 

If I were asked to name the most 
important factor that will result in 
increased production and more in- 
telligent production and in better 
service to our insureds in years to 
would use one word: 
There is no doubt 
about it-the company man who 
knows his business and the agent 
who knows his business will suc- 
ceed and prosper. It is highly im- 
portant, however, that we do not 
become complacent—that we do 
not become satisfied with things as 
they are—that we apply imagina- 
tion and vision and foresight to our 
business to the end that there shall 
be constant improvement in our 
methods of operation and in the 
coverages that we have to sell. The 
development of a new form of in- 


come, I 
“knowledge.” 
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surance that fills a real need is as 
commendable as the discovery of 
a new product or an improved 
technical process in industry. The 
devising of new methods of sales 
promotion and selling technique in 
our business is as important as sim- 
ilar steps that result in broadening 
the market for the products of our 
insureds. Manufacturers of wash- 
ing machines, vacuum cleaners, 
disposal units and other devices 
that lighten the burden of the 
housewife have succeeded in secur- 
ing a wide acceptance and de- 
mand for their products. It is up to 


us to achieve similar success in the 


SOME PROBLEMS AND OPPORTUNITIES 9 


distribution of policies that Jighten 
the worries of the head of the 
household, whether it be compre- 
hensive personal liability, adequate 
automobile limits, the medical pay- 
ments coverage, personal accident 
insurance or some other line. The 
same analogy applies to the field 
of business. 

There is no gainsaying the fact 
that we are confronted with “op- 
portunities unlimited” as we enter 
this new year—a year which is a 
significant milestone in the twen- 
tieth make _ the 
most of these opportunities in 1950 


century. Let us 


and in the years to come. 


It Is Not Always Easy 


To apologize. 


To begin over. 

To admit error. 

To be unselfish. 

To take advice. 

To be charitable. 

To be considerate. 

To keep on trying. 

To think and then act. 
To profit by mistakes. 
To forgive and forget. 
To shoulder a deserved biame—but it always pays! 


—The New Jersey Agent 








ACCIDENT 
Steep Step. A_ railroad brakeman 
stepped out of a caboose to have a 
look around and landed 85 feet down 
with a dislocated ankle. The train, it 
seems, had stopped on a bridge (Pitts- 
burgh, Pa.). . . . Copycat. Watching a 
doctor remove four stitches from his 
fiancee’s head, a young man fainted, 
had to have nine stitches in his own 
scalp (Syracuse, N. Y.). . . . Statistics. 
A recent three-way traffic accident 
yielded the following: one trailer 
truck, badly damaged; one switching 
locomotive, ditto; one horse, unhurt 


(McAlester, Okla.). 


... BURGLARY AND THEFT 
Trouble Travels. Because the office 
had been broken into three times in 
the past three years, the company’s 
bookkeeper kept the firm’s receipts at 
home. In the two hours that her house 
was unoccupied a burglar entered, 


made off with $4,000 in checks and 
cash (Simcoe, Ont.). . . . Round Robin. 
Two detectives were sent out to in- 
vestigate a  suspicious-looking man 
standing in an alley. The man turned 
out-to be the watchman at an indus- 
trial plant who told them that for half 
an hour he had been keeping an eye 
on a suspicious-looking man at the 
other end of the alley. “Keep watch- 
ing him,” the detectives said. “We'll 
circle around and get him from be- 
hind.” They did. Questioned, suspect 
No. 2 explained that he was a watch- 
man from another plant and that, for 
half an hour, he had been keeping an 
eye on a suspicious-looking man at the 
other end of the alley (St: Paul, Minn. ). 


oo + SE 
Hot Chase. After a ten minutes’ chase, 
firemen finally caught up with, and 
extinguished, a runaway fire. The 
blaze, in an empty freight car, was 
spotted at an intersection. By the time 
the fire engine reached that spot, the 
fire had moved on. Backtracking a 
block, the firemen sped two blocks to 
another intersection, arriving just too 
late. After two more tries, fire and 
fire-fighters connected. The _ train’s 
crew knew of the fire, but, not realiz- 
ing they were being chased by a fire 
engine, had kept the train moving 
while they looked for a side street 
with a hydrant. The freight car was 
considerably burned. The firemen 
were also rather hot (Decatur, IIl.). 
.. . Sorcerer’s Apprentices. One chilly 
morning not long ago, a crew of 
workmen lit a fire to warm themselves 
—and fell back in astonishment when 
flames soared skyward over a 200- 
square-foot area. Firemen found a 
leaky gas main right under the bon- 


fire (Oakland, Calif.). 





The Backman study of surety 
ratemaking stands out as a 
notable accomplishment in the 
field during the past year; 
its value for production of 
fidelity and surety business is 
waiting to be utilized 


The Agent and the Backman Study 


ROBABLY THE MOST notable 
Pra effective accomplishment 
in the fidelity and surety business 
during 1949 was the distribution of 
the Backman study of surety rate- 
making and the discussion that it 
provoked among the companies 


and among some regulatory author- 


ities. There is unanimous accord 
that this study has provoked new 
lines of thought not heretofore 
deemed necessary to explore to any 
extent. But has its value for pro- 
duction of fidelity and surety busi- 
ness been explored, and is it being 
used to the best advantage? 

The study discloses that com- 
panies in the business exist through 
the salvage dollar, that is, that part 
of the loss which is recovered from 
the one responsible for it. Dr. 
Backman establishes that the ac- 
tual losses paid by the companies 
collectively exceeds substantially 
the net losses which are reported 
in the published figures. This could 
mean only that the exposure to loss 


in this business is greater than any- 
one has heretofore ventured to sug- 
gest by reliance on figures as these 
are recorded. I wonder if this fact 
cannot be used to great advantage 
by producers in interesting their 
customers in adequate fidelity and 
surety protection. 

Salvage recoveries do not just 
happen; they result from the ef- 
forts of men specially trained in 
this field who, by tenacious efforts 
and ingenuity, ferret out recover- 
able resources. The paths which 
lead to recoverable assets are often 
devious, and when they are found 
the salvage specialist must possess 
the know-how to effect the re- 
covery. Would an ordinary busi- 
ness sustaining a loss have either 
the ability, interest or patience to 
do this? It is obvious that in the 
not, 


majority of cases it would 


Therefore, a dollar of fidelity or 
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surety loss cannot be placed in the 
same category with a similar dol- 
lar of loss borne by those lacking 
the organization and facilities em- 
ployed by fidelity and surety bond- 
ing companies to get the salvage 
results that are obtained. 


SALVAGE Is IMPORTANT 


While complete figures are not 
currently available to establish pre- 
cisely the full effect of salvage for 
any period that includes the last 
several years, there are sound cri- 
teria for the general statement that 
salvage is equal to at least a third 
of the gross losses paid. During the 
ll-year period 1931 to 1941, 
surety companies received salvage 
equal to 15.5 percent of the pre- 
miums written, or $15.50 in sal- 


vage for every hundred dollars of 
premiums. For fidelity lines sal- 
vage was equal to $7 for every 


hundred dollars of premiums, 
while for surety lines the ratio was 
$21. During the same period com- 
panies entered in New York re- 
ported an underwriting profit of 
6 percent for fidelity and surety 
combined. Thus, on an _ over-all 
basis, salvage was more than twice 
as large as the underwriting profit. 
This fact underlines the tremen- 
dous importance of salvage activi- 
ties to the economic well-being of 
the surety business. The low loss 
ratios of the 1940’s are in part a 
reflection of salvage recoveries, and 
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had it not been for this salvage in 
the same degree as in other years, 
there would have been little, if 
any, profit in the business. 
Therefore, our production forces 
should not fail to stress the real 
exposure faced by the bonding fra- 
ternity in terms of losses actually 
paid rather than rely on the dis- 
torted picture of ultimate results. 
I agree with those who say that 
it is part of the bonding industry’s 
function to realize salvage, but is it 
not true that all it actually gains by 
doing so is to provide the public 
with a cheaper rate for this type of 
protection than it could otherwise 
hope to enjoy? In fact, if you 
analyze Dr. Backman’s study care- 
fully, you might conclude that the 
days of our enterprise may be num- 
bered because rates in the last few 
years have been _ substantially 
slashed, whereas during most of 
the years that produce his figures 
and calculations higher rates were 
in effect for most lines. Although 
rates are lower, there is no reason 
to think that future loss payments 
will not at least equal the past. 
It does not take much imagination 
to see where this could lead. So 
much has been said about the mag- 
nitude of these rate reductions that 
I will not mention them in detail. 
However, on the basis of these 
lower rates projected 25 years into 
the future, those now buying fi- 
delity and surety protection may 
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make the companies dip into their 
surpluses to take care of the losses 
they must pay, for there is a se- 
rious question that the premium 
dollar now received will be ade- 
quate. Of course, to an extent, this 
is what surplus is for and why it is 
necessary to accumulate it if the 
business is to continue solvent. 
The prospect of receiving more for 
one’s money than is expended is 
always pleasant to contemplate, 
and this appears to be the set-up 
for purchasers of our protection. 
But such a situation would leave 
the companies in a very unenviable 
position, mitigated only by the fact 
that every conceivable proper step 
is being taken to reduce the ex- 
penses of handling the business so 
as to provide necessary loss-paying 


power, despite the fact that this 
business, like all others, is con- 


fronted by increased costs of 
operation. Time alone will show 
whether what is being done will 
prove sound, but those who are re- 
sponsible for bringing the business 
safely through perilous conditions 
must overcome these problems as 
they have many others over the 
years, 
THe Lonc View 

Losses in the business fluctuate 
to such an extent that no period of 
less than 25 years should be used 
in getting a really clear picture of 
what has already occurred. The 
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past 25 years have left the effi- 
ciently operated companies with 
but a small average margin of 
profit, whereas a number of others 
have ceased to exist. It is only be- 
cause of losses suffered by those 
who obtain bonds that this condi- 
tion exists. I reiterate that while 
there is no yardstick with which 


© Fabian Bachrach 


J. P. Hacker 


to measure the future, at least it 
can be applied to the past. What 
has happened will amply support 
the recommendation that for busi- 
ness, either large or small, to pro- 
tect itself, corporate bonds are a 
must. 

This is only part of the story. I 
have commented in a general way 
on losses and salvage, particularly 





14 THE CASUALTY AND SURETY JOURNAL 


the importance of the latter, but 
there is something else that more 
than justifies corporate suretyship 
and the charge that is made for the 
various classes of bonds. This is 
the effort and activity that goes 
into the selection of risk and pre- 
vention of loss—probably a more 
important function of the business 
than paying losses when they oc- 
cur, although not as well recog- 
nized. The things that cause these 
losses, whether it be dishonesty or 
the failure, for uncontrollable rea- 
sons, to perform under a contract, 
result in disruptions and complica- 
tions that represent expense to 
those who suffer them, a great part 
of which cannot be calculated and 
against which there is no protec- 
tion available, other than corpo- 
rate suretyship. Thus it is to the 
very decided interest of those re- 
quiring bonds, or for whose pro- 
tection they are given, that the ut- 
most skill be employed by the 
issuing company in passing on the 
desirability of the risk. It is to such 
matters that a substantial part of 
the premium is applied to assure, 
within the bounds of human ca- 
pability or ingenuity, that the un- 
dertaking is sound and does not 
contain, from the surety viewpoint, 
unusual or a greater number of 
hazards than is contemplated in 
the rate that may be charged. 
However, despite all reasonable 


precautions in this respect — of 
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which examination of documents 
and verification of information, fi- 
nancial or otherwise, is an essential 
part—the exercise of judgment by 
an underwriter is, in the final anal- 
ysis, the governing factor in the 
acceptance or rejection of the risk. 
Notwithstanding what appears to 
be sound judgment at the time, 
unexpected difficulties often occur 
later and give rise to loss. But here 
again, by investigating and coop- 
erating in the application of cor- 
rective methods, the business en- 
deavors to prevent harmful results 
such difficulties became 
known in time. Sometimes it is 
necessary to arrange temporary fi- 
nancing for the principal, or to 
interest relatives or friends in com- 
ing to the aid of the one who has 


where 


strayed and who has made no dis- 
tinction funds 
and those of others. But there will 


between his own 
also sometimes arise the necessity 
of eliminating some condition that 
has a disturbing influence con- 
ducive to loss or which may be re- 
sponsible, either directly or indi- 
rectly, for a loss of funds or 
property. Such a condition, if not 
prevented, may develop into an 
aggregate greater than the 
protection that has been bought. 
Whatever the situation, the bond- 
there to 


loss 


ing company is render 
assistance and possesses the knowl- 
edge and experience to do so more 
capably than others to whom such 
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Salvage recoveries result from the efforts of specially trained men 


situations are not commonplace. 
This is a service that when needed 
would, I venture to say, be gladly 
paid for at many times its actual 
cost, but the foresight of bond re- 
quirement provides it automatical- 
ly for a nominal sum. Under such 
circumstances that foresight earns 


a very adequate reward. 
Finally, if the corporate surety’s 


skill and experience cannot come 
up with a solution, or if through 
delay in acquainting the surety 
with the problem the time for con- 
structive action has passed and loss 
is unavoidable, the bond is there to 
absorb it. Payment is then made 
just as promptly as circumstances 
permit so that, at least to the ex- 
tent of payment, the 


such one 
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whose funds have been lost finds 
them restored. 
These 


company 


of 
at 
emphasized, because their value is 
indisputable and beneficial to the 
economic welfare of our nation as 


services 
should 


a_ bonding 
all times be 


well as to those obtaining bond 
protection. Not only can a serious 
disservice be done the public by 
not bringing the full constructive 
nature of our business to its atten- 
tion, but there are numerous in- 
stances where the penalty for not 
doing so has been severe. 

An example of this, which came 
concerned an 
agent in whose control had been 


to my _ attention, 
placed the entire insurance account 
of a very large corporation. When 
the assistant treasurer embezzled 
more than $750,000 of its funds, it 
was discovered that there was only 


te 
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a $25,000 bond covering him. The 
agent had sold this inadequate 
bond to the firm in a purely rou- 
tine Needless _ to the 
agent instantly lost the business, 
the corporation contending with 
good reason that he had failed 
to make inquiry concerning the 
amount of moneys at risk and to 


way. say, 


make recommendations suitable to 
the bonding needs of the firm. 

Are other producers of business 
placing their accounts in such jeop- 
by failing to 
proper fidelity coverage or, equally 


ardy recommend 
important, in an adequate amount? 
Are they also failing to ascertain 
what other types of bond protec- 
tion their client needs and are they 
arranging to supply it? Failure to 
do so has been, and probably will 
continue to be, disastrous both to 
the producer and to his client. 
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Illinois and his J.D. degree from the University of Chicago 
Law School, and was admitted to the bar in 1911. From 1912 to 
1920, he was State’s Attorney for Christian County; from 1932 to 
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Director of Insurance in 1949. 
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There are many “‘if’s’ which 
will determine what this new 
year will bring for fire insur- 
ance, but many signs are 
encouraging. In any event, the 
public will continue to receive 
unremitting service from the 
industry 


What’s Ahead for Fire Insurance 


Bex THE FIRST GAME of the 
1949 World Series was played, 
millions of Americans predicted 
that the Yankees would win. They 
guessed right, and received con- 
gratulations from their friends for 
their foresight. 

But there were millions of other 
Americans who predicted just as 
flatly that the series would go to 
the Dodgers. I suspect that these 
millions spent just as many hours 
studying the records as the people 
who chose the Yankees. But they 
ended up by guessing wrong—and 
their future predictions on sports 
will be listened to with less respect 
by their friends. 

Personally, I have always hesi- 
tated over predictions, but perhaps 
it wouldn’t be going too far afield 
if I attempted to answer the ques- 
tion: What kind of year will 1950 
be for the fire insurance business? 

There are many “ifs” which 
must be considered in attempting 
to answer that important question. 
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By W. ROSS McCAIN 


If prices continue to decline in 
1950 as they have in 1949, that 
trend will have a definite effect 
upon the fire insurance business. 

Let’s begin by assuming that the 
price level will continue its mod- 
erate decline. What will that mean 
to us? It will mean lower replace- 
ment costs—and the importance of 
that is and 
homes which are destroyed can be 
replaced at a lower cost. That fact 
is reflected automatically in our fire 
loss chart which has recently gone 
down slightly rather than up. 

But we should not count on that 
one factor as the chief hope for re- 


obvious. Factories 


ducing our staggering fire losses. It 
is vitally important that every per- 
son connected with the insurance 


business—and, indeed, every Amer- 
ican who is interested in saving 
lives and preventing destruction of 
irreplaceable wealth—join in the 
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battle to reduce fire losses by ac- 
quainting all our citizens with the 
simple precautions which could 
prevent 90 percent of our fires. 

The recent decline in destruction 
by fire has not been accidental. A 
substantial part of it may be at- 
tributed to campaigns in thousands 
of communities on the part of local 
fire safety committees, public serv- 
ice organizations, fire departments 
and many individuals. Insurance 
agents and producers have headed 
many of these campaigns. It is a 
credit to the entire insurance in- 
dustry that this is so—and I hope 
these efforts will be redoubled in 
the coming year. 

Fire losses are tapering off, and 
premium income is no longer in- 
creasing as rapidly as in recent 
years. These two factors have 
eased the demand on company sur- 
pluses, and that means the capacity 
for new business may increase dur- 
ing the coming year. 


Ir ProsPpERITY CONTINUES 


Let us continue with the as- 
sumption that 1950 will be a year 
of slightly lower prices but of con- 
tinued general prosperity. Under 
those circumstances, present busi- 
nesses will expand, new businesses 
will be opened, and perhaps a mil- 
lion new homes will be built. The 
market for fire insurance will ex- 
pand with every new building that 
goes up and every new home that 
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is constructed. 

During the past year, approxi- 
mately 950,000 new housing. units 
were started. Each of these homes 
meant new business for agents. 
Unless there is an unexpected re- 
cession or depression, we may as- 
sume that builders will continue on 
about the same scale in 1950 to 
meet the still unsatisfied demand 
for housing. And the fire insurance 
business will be ready and able to 


offer the new home owners the 


protection they need. 


Ir Business DECLINES 

Now let us consider another pos- 
sibility. We hope as fervently as 
any group of Americans that 1950 
will be a year of general prosper- 
ity. But what will it mean to you— 
the agents and producers—if there 
is a business decline during those 
12 months? 

Obviously, your job would be- 
come more difficult. There are al- 
ways people who attempt a foolish 
“economy” by reducing the range 
of their insurance coverage during 
bad years. They cancel their ex- 
tended coverage, or fail to take out 
any policies except straight fire 
insurance. Your task in such cir- 
cumstances is to’ point out that 
adequate insurance protection is 
perhaps of even greater importance 
in periods of depression than in 
periods of prosperity. 

Another problem would be the 
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“moral hazard” which arises every 
time the nation suffers a recession 
or depression. To guard against 
this possibility of arson-for-gain, 
producers would have to be even 
more careful than at present in 
spotting those who try to over-in- 
sure their property. This would be 
particularly important in the case 
of new, small businesses. 

In a broad, general way I have 
reviewed some of the possible ef- 
fects of prosperity or recession 
upon our business. Now I want to 
deal with some problems which 
will exist regardless of general 
business conditions in 1950. 

First there is the matter of fire 
losses. As I have mentioned, the 
general trend was downward dur- 


ing the first nine months of 1949, 
com- 


but there is no reason for 
placency. Every 24 hours, at least 
30 Americans die in fires, and 
nearly $2,000,000 in property is 
destroyed. We can take pride in 
reducing losses from the peaks 
reached in 1948, but there is still 
much work to be done in combat- 
ing the carelessness which destroys 
such a shocking total of lives and 
property every day of the year. 


New HaAzarps 


There is also the question of 
new hazards arising from the use 
of many new chemicals and proc- 
esses by American industry. The 
research facilities of the National 
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Board of Fire Underwriters and the 
companies will be of increasing 
importance in discovering safe 
methods of employing these useful 
new chemicals, materials and proc- 
esses. It is also the job of agents 
and producers to keep abreast of 
new developments which introduce 
hazards. 


W. Ross McCain 


In this field, as in many others, 
the public service functions of the 
National Board will be further ex- 
panded during the coming year. 
Inspections of the fire-fighting fa- 
cilities of American cities will con- 
tinue. Engineers will devote their 
attention to the countless problems 
involved in protecting lives and 
property from fire. Records—even 
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Every 24 hours, nearly $2,000,000 in property is destroyed by fire 


more complete than in past years— 
will be compiled of the destruction 
that fire causes. All these and many 
other public services will be con- 
tinued and expanded. 

Agents and producers are in- 
evitably affected by three develop- 
ments which have had an impor- 
tant influence upon fire insurance 
companies: (1) state regulation of 


the fire insurance business, (2) the 
steady decline in the yield from 
investments and (3) the develop- 
ment of multiple line writing. I 
like to comment briefly 
upon each of Regarding 
state regulation, I that, 
generally speaking, these laws have 
worked rather well. It is our job— 
and the job of regulatory authori- 


would 
these. 
believe 
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ties—to see that they work still bet- 
ter. By working out our problems 
within the framework of state regu- 
lations, the fire insurance business 
can prove that there is no need for 
Federal intervention. 


PROBLEMS To CONSIDER 


The decline in investment yields 
has been a matter of concern for 
some time. This has been reflected 
in company earnings for several 
years. In addition to low yields, 
there has been an average under- 
writing loss of 2.5 percent over the 
past five years, despite the fact that 
stock fire companies 
underwriting profit of approxi- 
mately 4 percent in 1948. We can 
only hope that these two sources of 
company income will be sufficient 


earned an 


in 1950 to bring a reasonable re- 
turn to fire 
stockholders who have not bene- 
fited in recent years as stockhold- 
ers in other enterprises have. After 
all, these stockholders make the en- 
tire institution of stock company 
fire insurance possible, and they 
deserve some reward for their loy- 
alty during these difficult times. 


insurance company 


te 
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The question of multiple line 
writing is naturally of interest to all 
producers and agents. What will it 
mean to the fire insurance business 
if casualty companies and other 
insurance organizations write poli- 
cies which include indemnity for 
fire losses? 

It will doubtless intensify com- 
petition in the fire insurance field, 
and that will benefit everyone—par- 
ticularly the insurance buyer. For 
that reason, it is a development 
which should be welcomed. Also, 
with more companies providing fire 
insurance coverage, the capacity 
for this type of coverage will be 
increased. That also will be bene- 
ficial. 

In a brief discussion, it is not 
possible to give detailed considera- 
tion to the many factors and prob- 
lems which will affect fire insur- 
ance during the year ahead. But 
there are many encouraging signs, 
and regardless of what happens, 
the American people can count on 
another year of unremitting service 
from all of us connected with the 
industry. 


Harry Klinger says that somebody gave him 
this unique definition of an executive—a man who 
wears a frown on his assistant’s face. 


Harvey Campbell 
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Six Years Ago 


[he complete conscientious service afforded by a survey justifies the existence 
of a middleman. The insured will cease to view commission as the agent's 
motive for selling him insurance. He will regard it more as a fee for the service 
rendered to him in keeping his interest foremost. If a client is satisfied that the 
agent is not selfishly viewing his problem, the client will feel under an obligation 
to place business with the agent making the survey. For his own safety, he will 
want to have it written in that particular office.—Mary B. Allard, “A Short 
Course in Survey Selling.” 


Four Years Ago 


Somehow the insurance industry has failed to provide protection against all the 
perils common to mankind. Worse still, agents have not yet learned effectively 
to use the coverage provided. Statistics show that whereas approximately 80 per 
cent of all fire losses are covered by insurance, less than 10 per cent of employee 
dishonesty losses are covered. This means that we do a mediocre to fair job in 
the simple fire lines, but in the more complicated lines involving dishonest rela- 
tionships in business and private affairs we do not even scratch the surface. If 
we are to resist the encroachment of government into our field, it is fundamental 
and quite simple—we must learn to get the job done.—Dave R. McKown, “Get- 
ting the Job Done.” 


Two Years Ago 


With everyone so busy writing the lines in greatest demand, it is possible that 
in some instances agents have not been able to give as close attention as they 
would like to have done in calling their clients’ attention to the other hazards 
which need consideration if they are to be fully protected. Fidelity and forgery 
bonds are two such items which are not only worth developing for their own 
sake, but are also valuable as feeders for other lines. In building soundly for the 
—— they cannot afford to be overlooked.—A. F. Lafrentz, “Suretyship Looks 
Ahead.” 
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If, through the cooperation of 
every segment of the business, 
the needs of the public are 
met with new and improved 
coverages, insurance will al- 
ways maintain its rightful place 
in the American economy 


Tomorrow Is Yours—If! 


W': IN THE INSURANCE business 
should take time now to re- 
view the many events of the past 
year. We should attempt to analyze 
the conditions confronting us and 
come forward with constructive 
ideas and methods which will as- 
sure our continued progress. 

The events of the past year af- 
fecting our business were numer- 
ous. We witnessed a great many 
progressive changes in the think- 
ing of insurance men, and there 
followed effective changes in the 
business which were of much bene- 
fit to the public. We must keep 
abreast of the changing economic 
conditions in our nation and alter 
our policies to fit those conditions, 
so that the business of insurance 
will always maintain its rightful 
place in our American economy. 

Insurance has always rendered 
a distinct service to the American 
public, and it will continue to sur- 
vive in our free enterprise system 
of businesss just so long as it con- 


By O. SHAW JOHNSON 


tinues to render that service. We 
must offer the people the type of 
fitted for their 
needs. In every phase of our busi- 


insurance _ best 
ness we must always consider what 
is best for the public rather than 
what is best for us. When we 
please the people with sound in- 
surance contracts, our business will 
be more secure. 

Realizing that we must be in a 
meet these changes 
in our business and render to our 
membership better service, which 
will in turn benefit the public, the 
National Association of Insurance 
Agents has streamlined its organi- 
zation to make it a more potent 
factor in the over-all insurance pic- 
ture. 

The agents of this country are in 
closer touch with the general pub- 
lic than any other segment of our 
business and, learning daily the in- 


position to 
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surance needs of the people, they 
can bring this information to the 
companies through their National 
Association. Ideas emanating from 
the agents nationwide can be 
screened by competent committees, 
and in turn those committees can 
sit down with company groups and 
work out the suggestions to the end 
that the public will be better 
served. 


For THE Goop OF THE BUSINESS 


We have realigned and consoli- 
dated our committees to bring 
about an increase in the produc- 
tivity of these groups for the good 
of the business. With our new ar- 
rangement we will be ready to 
consult with companies on such 
important matters as multiple 
line underwriting, multiple location 
risks, all risk coverages and other 
important matters affecting our 
business, 

Through our property insurance 
committee, casualty committee, fi- 
delity and surety committee and 
long haul trucking committee, we 
will be able to bring to the com- 
panies many constructive sugges- 
tions for the improvement of cov- 
erages. 


This year we will see many con- , 


structive changes in the types of 
insurance offered to the public. 
Our technical committees are com- 
posed of individuals 
capable of lending advice and as- 


who are 
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sistance to our companies in formu- 
lating new insurance contracts. 
Working with these committees, 
are members of our staff who are 
thoroughly conversant with techni- 
cal problems and can add much 
to the accomplishments of these 
groups. Our committees will work 
with a view toward cooperating 
with both companies and super- 
visory authorities. We invite the 
cooperation of every segment of 
our business to work with us as a 
team for the betterment of the en- 
tire insurance industry. 


Pusiic SERVICE ACTIVITIES 


Our public service activities, 


formulated and executed through 
the guidance of our fire safety and 


accident prevention committees, 
are geared to bring about results 
of far-reaching benefit to the pub- 
lic. Each committee is composed of 
men with the know-how and the 
willingness to give of their time to 
help America conserve lives and 
property. An experienced and com- 
petent staff member will assist 
these groups to reach their goal in 
their ambitious program for this 
year. The carelessness and negli- 
gence of our citizens have cost this 
nation untold numbers of lives and 
billions of dollars in property losses. 
We cannot be complacent in the 
face of this appalling toll—-we must 
furnish counsel and guidance to 
stop this great loss. 
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The insurance agents of this 
country want to work with all 
other segments of our business to 
bring about a better public service 
so that the people of this nation 
will benefit and the resultant good 
will abound to the lasting satisfac- 
tion of a great accomplishment in 
our free enterprise system. Realiz- 
ing full well that the insurance 
business cannot stand still but must 
move forward down a constructive 
and progressive path, the National 
Association of Insurance Agents of- 
fers cooperation and assistance in 
helping the companies to stake out 
that path. 


NEED FOR COOPERATION 


It is most important from every 
standpoint that we have coopera- 
tion within our business. There is 
not a single segment of our busi- 
ness that could survive today with- 
out the others. If we are united in 
our efforts, we can solve all of our 
problems within the business and 
thereby prevent possible political 
solutions being made for us outside 
our business. But to accomplish 
this we must practice the art of 
“give and take” and sit down to- 
gether in orderly conference pro- 
cedure. 

Our American 
has proved itself over the years the 
most effective and efficient means 
of distributing insurance. We must 
continue to demonstrate to the 


agency system 
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public that we can serve it better 
with this system than with any 
other. By the same token, the in- 
surance companies must also con- 
tinue to demonstrate that their 
method of operation serves it more 
efficiently and economically than 
any other. This being true, there 
can be no legitimate reason for 


O. Shaw Johnson 


these two segments of the business 
not to work as a team so that our 
positions may be maintained in our 


national economy. 

We must be quick to sense the 
desires of the people and industry 
of our country and be ready and 
willing to help provide the needed 
insurance coverages to _ protect 
American business. If we fail to 
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Agents are closer to the public than any other segment of the business 


meet the demands of the public 
with corporate insurance we will 
soon face our government as our 
greatest competitor. 

The American people, as a 
whole, do not want their govern- 
ment competing with them in any 
business, nor do they desire that 
government control them and their 
personal lives. Nevertheless, little 


by little and step by step, they are 


being sold on the promise of 
greater security. They are not 
thinking these things through; they 
are simply putting their faith in 
those who desire to create a wel- 
fare state. Many people honestly 
believe that the government can do 
things better than anyone else— 
never realizing that those things 
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promised to them, if done, will cost 
them much more than if provided 
by private industry. 

Therefore, we can do our part 
in helping to dispel the desire of 
many people to call on the govern- 
ment for these things—by providing 
the American public with the type 
and kinds of insurance protection 
they need. The insurance com- 
panies have the ability within their 
own organizations to perfect any 
and all kinds of protection, and 
this protection can be distributed 
to the public through the agents of 
this country—the public thereby re- 
ceiving the best and soundest in- 
surance at the most economical 
cost. 

Most of the problems in our 
from __ selfishness, 


business stem 
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greed and jealousy. If we put these 
things aside and make an honest 
effort to support those constructive 
ideas brought forward in our busi- 
ness, we can make real progress 
and bring to the public those 
things they desire in insurance. 
During this year the officers of 
the National Association of Insur- 
ance Agents will attempt a policy 
of complete cooperation with the 
entire insurance business so that 
unity will prevail in all segments 
of the industry. To this end we 
have created a strong and vigorous 
organization with a competent staff 
of experienced people. Every indi- 
vidual in our organization is willing 
and anxious to work incessantly for 
the advancement of our insurance 
business. So let us unite in our ef- 
forts and pull together as a team. 


coo 


Useless Advice 


Discussing his tennis technique, a stout, amiable, 
bald man panted, “My brain immediately barks 


out a command to my body. Run forward speedily! 


/ 


it says, start right away! Slam the ball gracefully 
over the net, then walk slowly back.” 

“And then what happens?” he was asked. 

“And then,” replied the bald man, “my body 


says, WHO, ME?” 


—Aletha Whaley in 
The Amevican Legion Magazine 
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Liability of Building Owner—A man 
was walking in front of an apartment 
house when he fell on an accumula- 
tion of ice on the sidewalk. Dripping 
icicles hung from the roof of a bay 
window at the front of the building. 
There were no gutters or leaders at 
that place. The man sued the building 
owner to recover for the injuries sus- 
tained in the fall and recovered a judg- 
ment on a jury’s verdict in his favor. 
The appellate court affirmed the judg- 
ment, holding that the jury could have 
found that the ice on which the man 
fell was formed from water that came 
from the icicles. (Ferreira v. Gross 
(Massachusetts 1948) 80 N.E. 2d. 
481.) 
7 7 7 

Liability of Innkeeper—A guest in a 
hotel was descending a circular stair- 
way which was poorly lighted when 
his foot caught in a worn portion of 
one of the treads, causing him to 
plunge headfirst down the remaining 
stairs and sustain serious injuries. In 
his suit against the hotel owner the 
jury returned a $9,000 verdict in his 
favor. The hotel owner claimed that 
the man was guilty of contributory 
negligence in using a poorly lighted 
stairway when an elevator was avail- 
able, but the appellate court neverthe- 
less affirmed the judgment. (Hillman 
Hotel, Inc. v. McHaley (Alabama 
1948) 38 S. 2d. 566.) 


Liability of Storekeeper—A woman, 
after making a purchase in a general 
store, leaving through a door 
other than the one she used to enter 
the store. As she attempted to pass 
through the doorway her foot struck 
an obstruction which caused her to fall 
forward through the doorway onto the 
sidewalk, resulting in her suffering a 
broken hip. In her suit against the 
store owner to recover for the injury, a 
judgment was rendered in her favor. 
This was affirmed on appeal. (J. J. 
Newberry Co. v. Crandall (U.S. 1948 ) 
171 F. 2d. 281.) 


was 


Liability of Skating Rink—As a woman 
patron of an ice skating rink fell while 
stepping down onto the skating area, 
her left skate caught in a ridge of ice. 
The ridge had been formed by the 
freezing of ice scrapings which had 
been pushed there by attendants when 
the ice of the rink had been cleaned 
and dressed for skating. She and her 
husband brought suit against the rink 
operator to recover for her injuries and 
the jury returned a verdict in their 
favor. The appellate court affirmed 
this judgment. (Oberheim v. Pennsyl- 
vania Sports and Enterprises, Inc. 
(Pennsylvania 1947) 55 A. 2d. 766.) 
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DEMOLISHED. Here is a graphic example of what POOR JUDGMENT. This driver's attempt to cut in 
can happen when “Stop, Look and Listen’’ signs between a retaining wall and a huge trailer truck proved 
are not obeyed. Impact of train killed the driver to be a bad idea. His car was badly damaged when it 
and twisted her automobile, scarcely recognizable was caught in a squeeze between the two; one person 
as such, around a nearby telephone pole. was killed and four others were seriously injured. 


A Motor Vehicle 
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JUST TIRED? A little boy and his dog chase each other TROUBLE STRIKES TWIC Seven people were 
across the ruins of a 50-year-old bridge, which had col- injured and four cars destroyed when the rear 
lapsed a few days eariier for no apparent reason. For- section of this four-story building, which had 
tunately, no one was on the 70-foot steel span when it been struck by lightning a few days earlier, caved 
suddenly gave up the ghost. in. All in the building were accounted for. 





PROTECTION and peace of mind are basic functions of REACTOMETER is the name given to this d 

insurance, but here is one of the extras of a capital stock which, like the others, can be made by th "st a 
auto policy. Driver courses are encouraged by stock com- themselves. This one measures the ohne it take ¥ 
panies through this Association and taught in high schools the foot to go from accelerator to brak The > oa 
all over America. Here a student tries out a dual-control car. tures were all taken in Delaware high pen eae 


A Driver Education 
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TRAFFIC PROBLEMS can be created and worked out CARTOONS, portfolios of which are often made by 
with model cars on this board, and the tapes can be ad- the students as part of their course in driver education, 
justed to form many different types of streets and inter- make use of humor to emphasize the important points! 
sections. On the wall behind the girls are charts which which must be considered by would-be drivers. The 
illustrate incorrect driving procedures. caption on this one speaks for itself. 
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THE CAR and what makes it go gets a goodly share 
of attention as part of the classroom instruction. Here 
two of the students inspect the engine of an automobile 
while their teacher gives them an explanation of its 
inner workings. 


DEPTH PERCEPTION is measured by this piece of 
equipment. Manipulating the “reins,” the student lines 
up the two model cars until they appear to be side by 
side. In addition to their practical value, such devices 
are great motivators of interest in the driver courses. 


BrtCTtURE S 


Iriver Education | 


} provide an opportunity for actual INSPECTION of the car plays an important role 
behind-the-wheel experience in the dual-control car. Stan- in highway accident prevention. In the final phase 
chions which are placed at intervals along the street guide of their driver education course, these Delaware 


the students as they learn how to park, ma urns 


otherwise maneuver an automobile. 


and students take cars through the state inspection 


lane to see just how it operates. 
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FIELD OF COTTON. Eleven tons of cotton seed HOUSEBREAKER. Owner of this house ruefully sur- 
cushioned the blow when this trailer truck over- veys the chaos caused by a runaway rubbish truck 
turned, forming a road block which effectively cut which crashed into the dwelling after blowing a tire 
off traffic for over two hours. The driver received and mowing down a lamp post. Adding insult to injury, 
only a bruised elbow, and the relief driver was unhurt. the truck added its flotsam and jetsam to existing debris. 


a Miscellaneous 
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Fire | 


NO WATER. Hose in hand, firemen stand help- FIRE SALE SOON? Firemen probe through the charred 
lessly by while leaping flames completely destroy ruins of a men's wear shop, one of three stores which were 
a farm building. Hose connections had to be demolished in a fire reported to have started from a new 
made to a hydrant more than a mile away and furnace. By the time the blaze was brought under control, 
the effort proved to be futile. damages totaled about $100,000. 





Usable Ideas 


TwELveE Testep IDEAS 

If you have been shopping around 
fer an idea that will keep your sales 
from falling below the level of the 
boom years, here aré a dozen tried and 
tested angles that have worked for 
other insurance agencies. 

1. Everyone is interested in the 
weather. One agent had different 
weather forecasts printed on a dozen 
show cards. Each day he hung the 
card with the applicable weather fore- 
cast in his show window. At the bot- 
tom of the card, a line of copy tied the 
weather forecast in with insurance. 
For instance, on a day when sleet was 
forecast, he plugged the need for com- 
prehensive personal liability insurance 
to protect the homeowner from any 
accident that might occur on his prop- 
erty. On sunny days he suggested 
A & H insurance for those participating 
in sports. 

2. Children and men love gadgets 
and novelties. For children, gadgets 
run the gamut from toy balloons to 
brown paper covers for school books. 
Some agents who distribute novelties 
to children make it compulsory for the 
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child’s parent to call at the insurance 
office to pick up the novelty. Each 
parent’s name is added to the prospect 
list. For men, gadgets range from in- 
expensive key chain charms to hand 
stapling machines that are practical 


gifts but cost almost two dollars apiece. 


3. Agents who have exhibited at 
county fairs sometimes find that it 
pays to run an inexpensive contest of 
some sort—perhaps guessing the num- 
ber of beans in a jar. Each contestant 
has to fill out a card bearing his name 
and address in order to enter the con- 
test. At the close of the fair, these 
cards become a prospect list. 


4. A display window full of puppies 
is irresistible to the average American. 
To cash in on this love for animals, an 
agent put a litter of cocker spaniels in 
his window. A large card pointed out 
that even the most lovable pup is full 
of mischief and might cost his owner 
a pretty penny unless the owner has 
the foresight to carry comprehensive 
personal liability insurance. 

5. Once a year one agent sets up a 
display window showing every policy 
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he carries for himself. The window 
serves two purposes: it convinces the 
town people that this agent believes in 
the product he sells, and it provides a 
list against which the homeowner or 
small businessman can check his own 
personal coverages. 

6. On the cover of every policy is- 
sued, many agents stick gummed or 
adhesive labels that bear the name of 
the agency. These labels become even 
more effective when they carry a “sell- 
ing sentence” as well as a name. 

7. When you buy a pair of shoes, 
chances are the clerk will mention the 
new socks that the store just got in 
that morning. Insurance, too, has its 
complements. For every fire policy sold 
there should be a residence theft pol- 
icy. Automobile policies suggest com- 
prehensive personal liability, and prod- 
uct insurance goes hand in hand with 
public liability. 

Frequently a prospect rejects the 
first policy you suggest but is eager to 
have the coverage afforded by a policy 
that you consider merely a comple- 
ment. 

8. One agent borrowed his daugh- 
ter’s doll house and put it in his dis- 
play window. By using streamers and 
small explanatory cards, he showed all 
the points in the house where danger- 
ous accidents could occur. The win- 
dow was so successful that he adapted 
the idea to show fire hazards, burglary 
hazards, and thus ran through the list 
of almost every kind of insurance he 
sold. 

9. Have you ever tried selling a 
woman and then letting her sell her 
husband? Many life insurance agents 
work in this manner, but the plan is 
equally applicable to A & H, fire, theft 
and most other types of insurance. 

10. As a good will builder, there 
are few more potent weapons than a 
birthday card. Don’t send the same 
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card to everyone. Have a card for 
children, a card for women, a card for 
businessmen, sentimental cards, humor- 
ous cards. Let the personality of the 
recipient determine the kind of card 
you send. 

11. Your outgoing mail can do a 
big selling job for you. In every letter 
enclose folders, blotters or something 
extra. If your agency is old, you might 
well use a dateline that reads: “July 2, 
1949—our 52nd year.” Try different 
kinds of stamps. Special issues of 
stamps can create special interest in 
your letter. If you use a metering 
machine, have it rigged to print an apt 
slogan as well as provide cancellation. 
The back of your envelope is just so 
much white space crying for an adver- 
tising slogan. Colorful inexpensive seals 
on special occasions or for special sales 
drives can frequently draw more atten- 
tion to your letter and thus to your 
agency. 

12. Capitalize on the anniversaries 
of your agency, on holidays, on civic 
occasions, on the news. Wherever pos- 
sible, tie your insurance service in with 
home town news. If one of your as- 
sureds is robbed and you are able to 
settle the claim promptly, get his per- 
mission to publish a newspaper ad that 
publicizes both the theft and the set- 
tlement. 

—The Marylander 
A : + 
DWELLING, CONTENTS COVERAGE 

The proper classification of the 
“building equipment and fixtures” of a 
dwelling often creates a thorny prob- 
lem for local agents. Such items as 
television aerials and carpeting create 
more than their share of confusion. 

Generally speaking,-when an owner 
occupies his own building, the dwell- 
ing insurance covers those permanently 
installed items which naturally seem 
an actual part of the dwelling. This 
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includes lighting and plumbing fix- 
tures, all floor coverings other than 
rugs and carpets, permanently installed 
heating and air conditioning equip- 
ment. 

All equipment and fixtures in the 
nature of personal property, in the 
case of an owner-occupied dwelling, 
should be covered under household 
and personal property insurance. This 
includes television aerials, rugs and 
carpeting, heating and cooking stoves, 
portable ventilating and air condi- 
tioning units, refrigerators and laun- 
dering machines. 

Television aerials erected on the 
premises but not affixed to described 
buildings, private garages, servant 
houses or other buildings are covered 
under the 10% extension of dwelling 
item. 

Floor coverings customarily should 
be covered under the household or 
personal property insurance. However, 
under certain circumstances where the 
carpeting legally becomes a part of the 
building, it may be covered by the 
dwelling insurance. An instance of this 
would be an owner-occupied dwelling 
whose mortgage includes the cost of 
wall-to-wall carpeting. The mortgagee 
is entitled to an insurance policy on 
the building for an amount which in- 
cludes the cost of the carpeting, regard- 
less of what other insurance may be 
carried on household furnishings. 

—Cravens, Dargan Review 
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PRODUCTION PLus PROTECTION 
“Whenever I send out a renewal,” 
says a veteran agent, “I enclose a let- 
ter outlining the coverage and recom- 
mending the purchase of some other 
line that this client needs. For example, 
if I am mailing an automobile renewal, 
I will enclose a letter pointing out why 
this client needs comprehensive per- 
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sonal liability insurance, and what this 
insurance will do for him. 

“I get a surprisingly large number 
of requests for the insurance outlined 
in these letters. In certain cases I have 
had a client dig out the letter from a 
drawer and ask me to put on this in- 
surance for him, when I have called 
upon him on some other matter, indi- 
cating that some of my clients give 
careful thought and study to these 
letters. 

“But such letters are important aside 
from the new business they produce. 
I have a carbon made of each of those 
letters, and file it in the client’s file. 
A carbon of a letter recommending the 
purchase of comprehensive personal 
liability, for example, is the most effec- 
tive answer to the question: “Why 
didn’t you tell me I could have in- 
sured?’ if the client should find himself 
facing a claim for damages arising out 
of injuries to the public sustained on 
his premises, against which he has no 
insurance.” 

—Travelers Protection 





FIGHT 


ig. kal Ss 4 
PARALYSIS 














Despite the encouraging in- 
crease in high schools teach- 
ing driver education, the ulfti- 
mate 100 percent goal is a 
long way off. Achieving that 
goal is a job every safety- 
minded American must tackle 


Young Drivers Can Be Safe 


“—_)>*. caN I have the car to- 
night?” That’s a familiar 
question to fathers of young drivers 
all over the nation, and although 
the tone is sometimes resigned, the 
answer is usually the same: “Sure, 
I guess so, so long as you're care- 
ful.” 

What does Dad think about as 
his son drives happily off to keep 
his date? Probably that he'll have 
to sit home and miss the movie 
downtown; possibly that he hopes 
the fenders don’t get dented. Cer- 
tainly he isn’t thinking of the fact 
that his son has a very good chance 
of not coming home alive. 

Every Dad isn’t an 
man; he doesn’t know that drivers 
the age of his boy—15 to 25— 
counted for far more than their 
share of the 32,000 dead, 1,100,000 
injured and $2,800,000,000 eco- 
nomic loss caused by traffic acci- 
dents last year. But you and I are 
insurance men, and it’s our job to 
tell these appalling facts to the 


insurance 
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father of every youthful driver we 
know, and to show him how this 
needless slaughter can be stopped. 

There is only one weapon that 
will reach the actual heart of the 
problem: Education. Because the 
key prevention 
program 
himself he 
depends almost entirely on how he 


accident 
of course, the driver 
acts—which 


to any 
is, 
and how 


has been taught to act. 

Our educational system in these 
United States is an excellent one. 
The trend today is toward what is 
known as “life adjustment educa- 
tion”—practical courses which will 
equip students to cope with the 
problems of living. Obviously, one 
of the most vital phases of such a 
course of studies is driver educa- 
tion, which will teach America’s 
teen-aged boys and girls how to 
use our streets, highways and motor 
vehicles intelligently, skillfully and 
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safely—which will teach them, in 
short, how to stay alive. 
THe NEED CONTINUES 
Driver education is not a new 
idea. Over ten years ago the first 
textbook on the subject, Man and 
the Motor Car, was published by 
the Association of Casualty and 
Surety Companies. Interest grew, 
heightened by the public support 
given by the President’s Highway 
Safety Conferences, until today 
two states—California and North 
Dakota—require this subject for 
graduation from high school. De- 
spite these encouraging signs, how- 
ever, we must face the fact that as 
yet only about 15 percent of the 
nation’s 26,000 high schools have 
courses in driver education. There 
are still hundreds of thousands of 
youngsters throughout the country 
who are not yet receiving the bene- 
fits of this training; the toll of 
tragedies on our streets and high- 
ways is still shockingly high. 
Public apathy has proved the 
worst stumbling block. In an effort 
to overcome that problem, in 1948 
the Association of Casualty and 
Surety Companies introduced a 
Driver Education Award Program.®* 
By giving public recognition to the 
active progress of each state in de- 
veloping driver education courses 
in its high schools, the Association 


* “Incentives for Safety,’ by Julien 
H. Harvey, December 1949, page 51. 


hoped to spur other states to equal 
or surpass the award-winners’ rec- 
ords. But any stimulus at the na- 
tional level can be only partially 
successful. Local school 
have got to be sold on the impor- 
tance of this type of training before 
we can expect driver education to 


boards 
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become part of every curriculum. 
This is a job which must be done 
in each community individually, 
spearheaded by a group of vitally 
interested citizens who realize the 
tremendous saving in lives, health 


and property that is at stake, and 
no one has better qualifications for 
leading that group than the local 
agent, who by the very nature of 
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his business realizes the crying 
need which exists. To him this 
project offers unparalleled opportu- 
nities for public service and, there- 
fore, the best possible kind of pub- 
lic relations. 


Tue Cost Is Low 


First and foremost, school ad- 
ministrators must be convinced that 
these courses can be instituted at 
very little cost. In localities where 
the school boards are having to 
operate on insufficient budgets, and 
in cities which are going into debt 
in the operation of their schools, 
this is an extremely important fac- 
tor. A great many administrators 
seem to feel that driver education 
courses have no value if they are 
not accompanied by actual behind- 
the-wheel training, which perhaps 
they cannot afford or lack time to 
include in their curriculums. Such 
instruction is desirable both as a 
motivator of interest and as a 
teaching tool, but the training 
gained in the classroom is much 
more important. It is in the class- 
room that the students will learn 
the attitudes, habits (of both 
thinking and doing), understand- 
ings, appreciations and knowledge 
which will make them courteous, 
safe drivers for the rest of their 
lives. 

The Association of Casualty and 
Surety Companies, through its Ac- 
cident Prevention Department, can 
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offer concrete assistance to agents 
who are working to have driver 
education courses included in the 
towns and cities in which they live. 
The Association will supply exami- 
nation sets of modern, tested ma- 
terials for use in the driver educa- 
tion program, and will also, in 
cooperation with state highway and 
educational departments, provide 
university level instructors for the 
training of groups of high school 
teachers. 

The kit of materials includes the 
following: 


Man and the Motor Car: A basic 
textbook in driver education, de- 
signed for high school use. Periodi- 
cally revised to keep abreast of the 
ever-changing conditions in high- 
way traffic, this book has a national 
circulation of over half a million 
copies. In addition to the standard 
text, special state editions are 
published with sections concerning 
problems peculiar to the particular 
state, including regulations and 
licensing laws. 


Administrator's Manual — Driver 
Education and Training: Designed 
for use with Man and the Motor 
Car, this booklet provides a com- 


prehensive guide in the adminis- 
tration and organization of a high 
school driver education program. 


Teacher’s Manual: A booklet in- 


cluding ten unit outlines which 
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Training gained in the classroom is extremely important 


parallel the material used in the 
basic text. 

Building Driver Testing Devices: 
Detailed instructions for building 
and using simple equipment to test 
students’ field of vision, depth per- 
ception, reaction time, resistance to 
glare and hand steadiness. Work- 
ing diagrams and specifications are 
also included. 


Standard Test in Driver Educa- 
tion—Series A, B and C: A year-to- 
year continuing service, available 
free to schools using Man and the 
Motor Car as their basic text. This 
examination may be given in 50 
minutes and covers the text ma- 
terial. A manual of directions, key 
sheets and summary report are in- 
cluded. 
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Behind the Wheel: A booklet de- 
signed to supplement classroom 


instruction by providing a simiple, 
step-by-step plan for teaching driv- 
ing. It provides an excellent basis 
for a parent-teacher-home coopera- 
tive plan, rounding out the class- 
room driver education program by 
providing sound behind-the-wheel 


instruction. 
AMAZING RESULTS 


These materials make up the 
course of study which is being 
used successfully in high schools 
all over America today. It has been 
tested and found good. Statistics 
offer proof of the amazing results. A 
survey conducted in Massachusetts, 
for example, showed that in 1941, 
when 48 of the high schools in that 
state offered courses in driver edu- 
cation, there were 1,203 accidents 
involving 16- and 17-year-old driv- 
ers. In 1947, with these courses 
established in 217 high schools, the 
accident total for the same group 
was cut almost in half—642, to be 
exact. 

Because the local agent can play 
such an important part in this vi- 
tally essential work, another award 
program was set up last year, spon- 
sored by this Association and con- 
ducted by the National Association 
of Insurance Agents, to encourage 
agents all over the country toward 
greater participation. Based on 
population figures, cities were di- 
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vided into six groups, from those 
of under 10,000 to those of 250,- 
000 and over. To the local board in 
each group which set up the best 
highway accident prevention cam- 
paign went $250 to finance a 
worthwhile safety program. There 
was also a trophy to be awarded 
the state association promoting the 
most effective statewide program. 
Many agents decided that driver 
education was the best way to fight 
the traffic accident problem, and a 
large number of the entries which 
poured in were from local boards 
who had successfully established 
driver education among the three 
“R’s” in their community high 
schools. Among the award winners 
at the NAIA annual convention 
last October were, for example, the 
state of California, which devel- 
oped a comprehensive statewide 
education campaign, and 
the city of York, Pennsylvania, 
which accomplished the same 
thing on the community 
Other excellent entries included 
Nebraska’s “Blueprint for Safety,” 
designed to put every agent in the 
state to work on this worthwhile 
project, and the funds which have 
been set up in Minnesota and 
Louisiana to pay the expenses of 
teachers attending driver institutes. 
The agents who had a part in all 
of these accomplishments are the 
men to talk to if you need further 
proof of the value of this program 


driver 


level. 
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to the nation, to your community, 
and to you as a local agent. They 
can tell you, from firsthand expe- 
rience, that the benefits to be de- 
rived from such work are immeas- 
urable. 

In this new year, the Association 
of Casualty and Surety Companies 
is going to put more stress than 
ever upon the paramount impor- 
tance of educating our young driv- 
ers to become good drivers before 
they ever get behind the wheel. To 
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get results, we need your help. The 
blueprints have been drawn up for 
you in the five-point program out- 
lined in “Safety Is Good Business,” 
a booklet you all know well, which 
was published last year by this 
Association the NAIA; the 
tools are ready and waiting to be 
put into your hands. This is the 
biggest selling job ever 
faced, but you'll be selling the fin- 
est product in the world. It’s a job 
you will be proud to do. 


and 


you've 


Homecoming 


A successful businessman, after eight years of 
absence, alighted at the station of the old home 


town. 


There was, despite his expectation, no one on 
the platform he knew. No one. 

Discouraged, he sought out the station master, 
a friend from his boyhood. To him at least he 
would be welcome, and he was about to extend 


a hearty greeting, when the other spoke first. 
“Hello, George,” he said. “Going away?” 


—Insurance Digest 





Casualty insurance is a dy- 
namic and ever-changing 
business, and 1950 will bring 
many additional changes. 
Here are a few which have 
already passed the discussion 
stage 


Casualty Rating in 1950 


HEKE WILL BE many important 

developments in casualty insur- 
ance rating in 1950. Of that we 
can be sure. Several of those in 
prospect are well beyond the dis- 
cussion stage. 


Youthful Drivers 


It is common knowledge that 
a far worse 
automobile record than 
more mature Although 
young drivers are physically quali- 
fied to be the best drivers on the 
roads, they nevertheless lack, as a 
class, the judgment and caution to 
avoid accident-causing situations. 
In consequence, they have too 
many accidents—and very serious 
ones. 

Statistics show that drivers under 
age 25 have such bad experience 
that it is necessary to classify and 
rate them separately for automo- 
bile liability insurance. In 1948, 
the A-3 classification applicable to 


drivers have 
accident 
drivers. 


young 
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such risks was introduced in most 
states with a rate equal to 95 per- 
cent of the B rate. It was hoped 
that the higher rate thus estab- 
lished for young drivers would 
prove to have a beneficial effect in 
at least two respects: (1) that it 
would impress such risks with the 
need for greater care in driving to 
try to correct this sub-standard 
rating, and (2) that it would im- 
prove the market situation for such 
risks and make it unnecessary for 
a high proportion of them to go to 
assigned risk plans for coverage. 
Subsequent experience has shown 
that the present rates for Class A-3 
are seriously inadequate in most 
states. At the time of 1950 rate 
revisions, this classification will be 
superseded by a new classification 
AB-3 rated at 115 percent of the 
B rate and applicable to individu- 





CASUALTY RATING IN 1950 45 


ally owned cars with an operator 
under age 25, whether used for 
business or non-business purposes. 
Rates must be as correct as pos- 
sible, and this means adequate as 
well as not excessive or unfairly 
discriminatory. Youthful drivers as 
a class must pay their own way, 
and their rates will continue to go 
up if they do not improve their 
driving habits and insurance expe- 


rience. 


Multiple Line Underwriting 


Complete multiple line under- 
writing powers are now permissible 
in 44 states and territories, and 
limited multiple line underwriting 
is permissible in the remaining 
eight states. The entry of fire and 
marine companies into the casualty 
and surety fields and of casualty 
and surety companies into the fire 
and marine fields, could have a 
marked effect on rating procedures 
as well as on other aspects of the 
business. 

Initially, however, it is to be 
expected that the development of 
business on a multiple line basis 
within a company will come slow- 
ly. Particularly because of the 
shortage of trained personnel in 
each field, companies must inevi- 
tably move cautiously in expanding 
beyond their present spheres. By 
and large, they may be expected 
to observe present coverages and 
procedures for some time to come. 


Although much publicity has 
been given to the possibility of 
complete all-risk policies, particu- 
larly for householders, the develop- 
ment of comprehensive _ all-risk 
policies on a single rate basis will 
be gradual for many reasons. The 
trend in the foreseeable future is 
much more apt to be in the direc- 
tion of multiple line policies cover- 
ing specified perils on a schedule 
basis rather than to all-risk policy 
forms where the insured would be 
protected against all hazards ex- 
excluded 


cept those specifically 


from the contract. 


PACKAGE POLICIES 


There will be further merging 
of coverages and rating procedures 
through the package policy ap- 
proach, of course. We are all fa- 
miliar with the popularity achieved, 
for example, by the comprehensive 
personal liability policy, the com- 
prehensive dishonesty, disappear- 
ance and destruction policy and 
the personal property floater. The 
package policy approach to broad 
coverages on a sound rating basis 
will be further emphasized in the 
period ahead, on a schedule basis 
in some instances but also on a 
combination rating basis. 

There is little likelihood that a 
householder’s comprehensive policy 
form such as those written in Great 
Britain will be brought out in this 
country in 1950. One of the many 
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obstacles is the statutory fire policy 
prescribed in many states; also, 


there is no rating organization 


functioning for both casualty and 
fire insurance. Further, in America 
risks are not so uniform and homo- 
geneous as in Great Britain; this 
will make underwriters more cau- 
tious in the development of such a 
policy form providing multiple line 


coverages on a single rate basis, 
particularly inasmuch as it would 
be difficult to obtain general ac- 
ceptance here of policies on a 100 
percent coinsurance basis. 

It will be much easier for rating 
organizations to cooperate in the 
development of multiple line poli- 
cies rated on a schedule basis than 
it would be if the same coverages 
were to be written on a single rate 
basis. For example, in the case of 
the automobile policy, it has been 
possible for years for companies to 
afford automobile bodily injury, 
automobile property damage, med- 
ical payments, automobile collision, 
and automobile fire, theft or com- 
prehensive coverage on a schedule 
basis under one policy. This has 
proved to be a very satisfactory 
method of rating and no change to 
a complete single rate basis is an- 
ticipated. However, multiple line 
underwriting will give further en- 
couragement to the use of common 
classifications, territories, effective 
date rules and rate revision dates 
to the extent such are practicable. 


AND 
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Composite Rating 


The long established and still 
most frequently used methods of 
rating large risks for casualty in- 
surance are often subject to criti- 
cism because of the excessive detail 
and expense involved in their ap- 
plication. To determine appropriate 
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premiums for such risks it is usu- 
ally necessary to itemize and meas- 
ure a large number of exposure 
bases for the various classifications 
in terms of manual rates modified 
to reflect credits or debits devel- 
oped from past experience. In an 
effort to simplify the procedure, a 
“composite” rating basis has been 
made available in some 45 states 
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and territories whereby the pre- 
miums determined as above may 
be converted to a “composite” rate 
on a single underwriting basis se- 
lected because of its responsiveness 
to risk changes. Thus a simple in- 
dex is provided to an insured so 
that he may readily determine the 
cost of his insurance in terms of 
one exposure base. 
A New PRINCIPLE 

A new principle has recently 
been injected into the composite 
rating picture under rate regulation 
which should simplify still further 
the rating procedure for large risks, 
particularly in those states where 
present experience rating plans re- 
quire the extension of exposures at 
current manual rates to determine 
subject premiums. Under this prin- 
ciple, an insured’s incurred losses 
for a stated period could be di- 
vided by the permissible loss ratios 
for the kinds of insurance involved 
and the resulting premiums con- 
verted to one or more composite 
Such rates should prove 
entirely reasonable to state super- 
authorities, insureds and 
companies alike, resulting in tre- 
mendous savings through the sim- 
plification of records and reporting 
of statistics and rating data. It is 
likely that during 1950 this con- 
cept will be incorporated in many 
state rating plans. 


rates. 


visory 
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Interstate Rating 


The new legal status of insur- 
ance as interstate commerce and 
the fact that rate regulation is in 
effect in all states and territories 
except Idaho have given a certain 
urgency to the problem of deter- 
mining equitable rates for large in- 
terstate risks. The only satisfactory 
solution of the problem is the ap- 
proval of sound interstate rating 
procedures by the supervisory au- 
thorities. 


ENCOURAGING DEVELOPMENTS 


In almost all states, the rating 
; i 3's 

plans in use which have been filed in 
recent years provide for the permis- 
sive rating of risks on an interstate 
basis. In the workmen’s compensa- 
tion field, rate 
regulation has been in effect for 


insurance where 
many years, there has been some- 
what more delay in changing rat- 
ing plans to an interstate basis. The 
interstate workmen’s compensation 
experience rating plan developed 
by the National Council on Com- 
pensation Insurance is now in effect 
in 28 states, and the key state of 
New York has approved interstate 
experience rating effective January 
1, 1950. This, of course, is an en- 
couraging step forward. 

Likewise, for general liability in- 
surance other kinds of 
insurance, it is anticipated that re- 


and for 


vised experience rating plans _util- 
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Young drivers have too many accidents—and very serious ones 


izing interstate experience will be 
approved in New York in 1950. 
With New York showing sound 
leadership in this matter of inter- 
state rating procedures, it should 
not be too long before adequate, 
yet simple, rating systems for use 
on interstate risks will be approved 
in virtually all states for all kinds 
of casualty insurance. 


Premium Discounts—Liability 


On December 31, 1948 in New 
York and on October 15, 1949 in 
New Hampshire, rating programs 
for liability insurance consisting of 
premium discounts and optional 
retrospective rating plans became 
effective. 

Premium discounts apply to lia- 
bility risks over $1,000 in standard 





1950 


premium size, and the interstate 
size of the risk may be taken into 
account for the purpose of apply- 
ing premium discount to the par- 
ticular state’s portion of the total 
standard premium. The optional 
retrospective rating procedures for 
liability insurance are available to 
$5,000 or annual 
premium, 


risks of over 


standard again on an 
interstate basis. 

Programs such as these which 
recognize the gradation of expense 
by size of risk are absolutely essen- 
tial in all states where the rating 
procedures are rigid in application 
or where there is rate uniformity 
on the part of all carriers. Without 
such a program which will operate 
to produce sound and justifiable 


premiums for all risk sizes, the 


stock companies and their produc- 
ers will be forced into a difficult 
competitive position on the larger 
sizes of risk. 

Accordingly, it may be antici- 
pated that these programs will be 
the forerunner of similar filings in 
a number of other states in 1950. It 
is the policy of the National Bureau 
of Casualty Underwriters to meet 
with the officers or appropriate 
committee of the agents association 
of each state where a program of 
this type is advocated in order to 
inform them of the reasons for the 
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proposed filing and to confer with 
them on its details. 
Rate Revisions 
There will be rate revisions in 
1950 for the kinds of 
where the latest compilations of 


insurance 


experience show the present rates 
to be out of line. Under rate regu- 
lation, there will undoubtedly be 
more frequent truing up of rate 
levels than formerly. 

It is to be hoped that we are 
beyond the frequent and some- 
times violent rate changes necessi- 
tated by the war and its aftermath, 
including inflation. Hereafter, raie 
revisions should come along in a 
more orderly fashion and not be 
unduly disturbing to the insurance- 
buying public or the industry. 


Conclusion 

Casualty insurance is a dynamic 
and ever-changing business. We 
can look forward to change in 1950 
—and in many ways not referred 
to in this short article. One change 
we should all advocate at every 
opportunity is in the direction of 
simplification and less costly pro- 
cedures. Unit costs are up for pro- 
ducers and companies alike, and it 
behooves us to try to turn the tide 
in operating costs. Otherwise, we 
may find that we are pricing our- 
selves out of a part of our market. 
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‘You want the money to live on? I’m afraid you’d have to put it 
to better use than that, Mr. Gibson!” 


COMPLAINT DEPT. 
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“Oh, I didn’t get it here—but the place where I did buy it 
never lets you return anything.” 
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Unauthorized mail order ac- 
cident and health insurance 
has long been a plague to 
state regulation. Whether the 
states can find a way to pro- 
tect the public against it is 
an important question today 


A Challenge to State Regulation 


AN THE STATES find a way to 
C protect the public from the 
unscrupulous mail order accident 
and health insurer? That is an im- 
portant question today, for after 
four or five years of intensive ef- 
fort to strengthen state regulation of 
insurance, the Achilles heel may 
turn out to be unauthorized mail 
order insurance—a plague to state 
regulation for many years. 

Even a brief reference to this 
subject is incomplete without stat- 
ing, at the outset, that there are 
many reputable mail order insurers. 
Such insurers do not employ mis- 
leading advertising and issue de- 
ceptive policies. They settle legiti- 
mate claims promptly. They are 
even sensitive about the word “un- 
authorized,” a term which they 
believe has an unsavory connota- 
tion. But wholly apart from busi- 
ness ethics, the mail order insur- 
ance business presents certain 
fundamental questions, well-known 
to agency companies which are 
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regulated and taxed by all the 
states where they do business. 
Oddly enough, no one knows the 
size of the problem. The number 
of “fly-by-nights” or “bad boys” is 
unknown, as is their premium vol- 
ume, though both are small. Also 
unknown is the actual number of 
real complaints made against such 
companies. According to the New 
York Insurance Department, the 
total premium volume of al] mail 
order accident and health insurers 
amounted to $27,000,000 in 1947, 
Of that amount, some estimates in- 
dicate that the mail order insurers 
causing the trouble write anywhere 
between five and ten million dol- 
lars. Some estimates place the pre- 
mium volume of the trouble-makers 
at not more than one or two mil- 
lion dollars per annum. Consider- 
ing the total insurance premium 
volume of this country, even the 
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ten million dollar figure is small 
percentage-wise. More recent in- 
formation indicates that many of 
the perennial trouble makers may 
have “reformed” in the last year. 
Taking this recent development in- 
to account, it could be, and some 
who are in a position to know be- 
lieve it to be a fact, that the shady 
mail order insurer has all but van- 
ished from the scene. Some say 
none can survive in past practice if 
contemplated Federal Trade Com- 
mission fair trade practice rules be- 
come effective. But this is no time 
to become complacent nor to take 
things for granted. State regula- 
tion is a day-to-day job, and this 


is particularly true with respect to 


phases of mail order insurance. 
Mart Orper INSURER 


As the mail order insurer oper- 
ates, it has no agent or office in any 
state except, of course, where it 
is domiciled. It solicits business 
through the mails and by advertis- 
ing in newspapers and magazines. 
Sometimes it employs radio broad- 
casts, and sometimes it requests the 
policyholders or “members” to rec- 
ommend potential assureds. Its 
actual contract negotiations, that is, 
the offer and acceptance of a pol- 
icy and the collection of a pre- 
mium, are carried on through the 
mails. Some 26 years ago, the 
United States Supreme Court, in 
the case of the Minnesota Commer- 
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cial Men’s Association v. Benn, 
held that these activities did not 
give the state where the assured 
resided jurisdiction over the non- 
admitted insurer. In short, the non- 
admitted insurer could not be ef- 
fectively sued except in the state 
of its domicile. It follows that the 
non-admitted mail order insurer 
could not be taxed and regulated 
by states where it is not licensed to 
do business. 


CoRRECTIVE MEASURES 


A number of steps have been 
taken in the past to correct ad- 
mitted evils that have grown out 
of the bad practices of a very small 
number of mail order insurers. A 
law was prepared by the National 
Association of Insurance Commis- 
sioners under which the domi- 
ciliary state would revoke the li- 
any of its companies 
transacting business in a_ state 
where it was not licensed. Another 
attempt was a reciprocal licensing 
law requiring the domiciliary state 
to prohibit its companies from in- 
suring persons resident in a state 
was not li- 


cense of 


where the company 
censed, if that state had a similar 
law applicable to its domestics. 
Still another attempt was a bill in- 
troduced in the Congress by Rep- 
resentative Hobbs of Alabama. 
That bill would have prohibited 
the use of the mails to insurers in 


connection with risks located in 
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states where they were not li- 
censed. It failed of enactment. All 
these measures, well intentioned as 
they were, made little or no prog- 
ress, largely because they would 
apply to the reputable as well as 
the disreputable mail order insurers. 

Another attempt was the Uni- 
form Unauthorized Insurers Act, 
prepared by a committee of the 
American Bar Association and later 
adopted, with amendments, by the 
National Conference of Commis- 
sioners on Uniform State Laws. 
Briefly, this bill prohibits a person 
from acting as an agent in the 
state for a non-admitted insurer, 
from acting in the state for an in- 
surer in placing insurance with a 
non-admitted insurer, from aiding 
in the state such an insurer in 


transacting business and from aid- 
ing an insurer in effecting insur- 
ance in any other state where the 


insurer is not authorized to do 
business. Another provision of the 
bill provides that the transacting 
of ‘business in the state by a non- 
admitted insurer and the issuance 
or delivery by such an insurer of 
a policy to a resident of the state 
constitutes the appointment by the 
insurer of the Commissioner of In- 
surance as its attorney for the 
service of process. Only four states 
—Arkansas, Louisiana, South Caro- 
lina and South Dakota — have 
adopted this uniform bill since it 
was adopted by the National Con- 
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ference of Commissioners on Uni- 
form State Laws back in 1938. The 
weakness in the Bar Association 
bill is that it does not clearly ap- 
ply to the typical unauthorized 
mail order insurer which has no 
agents, unless within its state of 
domicile. 

Despite much talk and a great 
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deal of study, little progress had 
been made in eradicating this 
threat to state regulation. Things, 
however, have a way of developing 
much faster in the post-S.E.U.A. 
era. In no time at all we were 
reading about indictments of mail 
order insurers for using the mails 
to defraud, and of the formation of 
an organization of mail order in- 
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surers known as the Association of 
Insurance Advertisers, the subse- 
quent petition to the Federal Trade 
this organization 
through their counsel, Wendell 
Berge, former Assistant United 
States Attorney General in charge 
of the Anti-trust Division, request- 
ing the Commission to hold trade 
practice conferences for the pur- 
pose of promulgating fair trade 
practice rules for the mail order 
insurance business. Two such trade 
practice conference hearings have 
been held, but the Federal Trade 
Commission has not yet promul- 
gated any final set of rules. With 
the entry of the Federal Trade 
Commission in the picture, the 
solution of the unauthorized mail 
order insurance problem has _ be- 
come a challenge to all who would 
preserve, as a function of the states, 
the regulation of insurance ex- 
clusively by the states. 


Commission by 


SUBSTITUTE SERVICE BILL 


To meet one of the main charges 
against mail order insurers—failure 
to recognize the jurisdiction of a 
state court where an assured re- 
sides—the All-Industry Committee 
drafted a substitute service bill 
called the Unauthorized Insurers 
Process Act. It is similar in some 
respects to the service of process 


provision contained in the old Uni- 
Unauthorized 
drafted by the American Bar As- 


form Insurers Act 


January 


sociation. Like the earlier bill, it 
provides that the doing of certain 
acts constitutes the appointment of 
the Commissioner of Insurance the 
company’s agent to accept service 
but, unlike the earlier bill, it has 
been drafted so as to apply clearly 
to the mail order insurer and is not 
dependent on old concepts of what 
constitutes “transacting business.” 
Under the All-Industry bill, if a 
company transacts business through 
the mails it has, in effect, sub- 
mitted itself to the jurisdiction of 
the courts where the assured re- 
sides. Admittedly, this bill chal- 
lenges the soundness of the Su- 
preme Court’s decision in the Benn 
case, but this is not an isolated 
challenge, forlornly and hopelessly 
undertaken to meet a serious threat 
to state regulation. Fact is that the 
philosophy of the Benn case has 
been and is being whittled away 
by the courts. In a number of de- 
cisions the courts have discarded 
some of the old tests of “transact- 
ing business.” The trend, seem- 
ingly, is definitely away from such 
reasoning as governed the Benn 
and other old cases. 

The drafters of the bill have re- 
ceived support for their interpreta- 
tion of the trend of today’s courts. 
Not only was the bill adopted by 
the National Association of Insur- 
ance Commissioners after careful 
consideration of its constitutional- 
itv, but it was enacted into law 
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Business is solicited through the mails and by advertising 
in 1949 by 14 states—California, 
Connecticut, Florida, Illinois, Iowa, 
Kansas, Maine, Maryland, Michi- 
gan, Nebraska, New Hampshire, 


New York, and 


Texas. 


Pennsylvania 


Some were, some still are, skepti- 
cal about this bill. They said, and 
say, it would not prevent fraudu- 
lent practices, but merely give the 


victim an opportunity to sue. 


om a 2 OE 


Further, they argued that unless 
the insurer submitted to the court’s 
jurisdiction it would be necessary 
for the assured to sue on his judg- 
ment in the state of the insurer’s 
domicile. All this, the critics say, 
is costly and cumbersome, is not 
remedy and will not 
prevent the well-known 
abuses. Only time can tell whether 
the critics are right or wrong. It is 


a speedy 
really 
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interesting to note that already 
there are several reported cases 
law has_ been 
with suits 


model 
used in connection 
against unauthorized mail order in- 
It could be that this im- 
heretofore 


where the 


surers. 


munity from suit has 


played a major part in the opera- 
tions of some mail order insurers, 
that its elimination might seriously 
cripple the operations of the un- 


scrupulous. 

NreeEp For FurTHER STEPS 

Possibly it may be necessary to 
take further steps on the state level 
or to re-examine the whole prob- 
lem in the light of presently avail- 
able regulatory powers. These 
regulatory powers are set forth not 
only in countless state statutes but 
also in Federal statutes. One Fed- 
eral statute makes it a crime to use 
the mails to defraud; another au- 
thorizes the Postmaster General to 
issue fraud orders, the effect of 
which is to deny the use of the 
mails to the party against whom 
the order had been issued. Probably 
an intelligent decision as to where 
we should proceed from this point 
cannot be made until the Supreme 
Court has an opportunity to re- 
examine some of the constitutional 
issues involved in regulating unau- 
thorized mail order insurers. 

Perhaps we will not have long 
to wait. At the time of this writing 
(early November 1949) the United 
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States Supreme Court has on its 
calendar the case of Travelers 
Health Association v. Common- 
wealth of Virginia. In this case, the 
insurer failed to secure a permit 
as required by the Virginia Securi- 
ties Act. The State Corporation 
Commission proceeded to enjoin 
the activities of the insurer after 
notice of the proceedings before 
the State Corporation Commission 
were sent by registered mail. The 
insurer argued (1) that it had con- 
ducted no state 
and (2) that service outside of the 
state was insufficient to confer 
jurisdiction on the Commission. In 
other words, the Travelers Health 
Association was arguing that since 
it was not “in” the state, the State 
Corporation Commission had no 
jurisdiction over it. The Supreme 
Court of Virginia rejected this con- 
tention sustained the State 
Corporation Commission. The is- 
sues in this case appear to cut 
across the constitutional questions 
present in the All-Industry Un- 
authorized Insurers Process Act and 
in many of the other suggested 
methods for regulating unautho- 
rized mail order companies. 

In deciding this case, the United 
States Supreme Court may directly 
overrule the Benn decision or it 
may confine the scope of that de- 
cision in a way that will render it 
meaningless. There is, of course, 
the possibility that the Court will 


business in the 


and 
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reaffirm the Benn decision. If it 
does so, the Court’s decision could 
cast doubt on the constitutionality 
of the All-Industry Unauthorized 
Insurers Process Act. It would be 
rash to endeavor to forecast the 
Court’s decision. Courts can do un- 
predictable things. Just when it 
looks as if all important issues will 
be clarified, a court may decide a 





A CHALLENGE TO STATE REGULATION 57 


case on some theory not stressed 
nor even argued by either party. 
The guess may be ventured, how- 
ever, that the United States Su- 
preme Court’s decision in the 
Travelers Health Association case 
will be illuminating on the extent 
to which an unauthorized mail or- 
der insurer is under the jurisdiction 
of a state where its assured resides. 




















“I know you'll hate me for this, but I’m here” 





. 


USE IT. 
‘\ 


Agents are empowered by 
their companies with broad 
binding authority. Good busi- 
ness judgment dictates judi- 
cious use of this authority by 
the agent and clear, definite 
instructions by the company 


Don’t Abuse Those Binders! 


M*™ AN AGENT has had the 
experience of having a loss 
occur while a risk was under binder, 
and many an agent and company 
have lived through a nightmare in 
adjusting a loss because of an im- 
properly prepared binder. Despite 
frequent irregularities in the use of 
binders, denial of liability because 
of these irregularities is uncommon. 
This is a heartening tribute to the 
faith and confidence existing be- 
tween agents and their companies. 
The subject of binding authority, 
however, has been and continues to 
be the source of considerable mis- 
information and the cause of much 
misunderstanding. The resulting ill 
will has hurt companies and agents 
alike. 

The following examples of bind- 
ers are guaranteed to have pro- 
duced some uneasy minutes for 
everyone concerned: 

1. An 
port was received, accompanied by 
an informal binder commencing 


automobile accident re- 
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over 30 days previous to the acci- 
dent and covering a class of risk 
the carrier did not write. 

2. Following a loss, an assured 
insisted that the agent’s office girl 
had bound $50 deductible collision 
in addition to liability and compre- 
hensive coverage. 

3. An informal binder in letter 
form was mailed to an assured, stat- 
ing that coverage would remain in 
force until the policy was prepared 
and delivered by the company. The 
carrier subsequently declined the 
line. 

No conscientious agent, nor any 
reputable company, wants an as- 
sured to be without insurance 
through a-mistake. An uncomfort- 
able position is occupied by com- 
pany and agent who must deny 
liability on a loss—a situation not 
calculated to engender good will 
toward either. 
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Agents are empowered by their 
companies with broad binding au- 
thority. Good business judgment 
dictates judicious use of this author- 
ity by the agent and clear, definite 
instructions by the company. Gen- 
erally speaking, the performance of 
each can be improved. 

THE Law OF AGENCY 

A brief review of the law of 
agency as it affects the insurance 
business may be useful in defining 
the rights and responsibilities of 
agent, insured and company. 

An agent acting in the stead of 
his principal (the insurance com- 
pany) possesses authority to do 
such acts as are incidental to the 
purpose for which he is appointed, 
subject to such limitations as are 
placed upon him by the principal. 
This is a general statement of the 
law under which the agent effects 
binders of insurance. The agency 
agreement usually authorizes the 
agent to bind risks by issuing a pre- 
scribed form of binder, and requires 
him to report risks assumed periodi- 
cally, usually daily. Always an 
agent’s authority is limited by the 
wording of the agency agreement, 
by “prohibited” or “refer” lists and 
by the customs of the business. It is 
well known that an agent is not 
usually permitted to adjust claims 
or effect settlements, that he is re- 


quired to use the company’s policy 


form in issuing insurance, and that 


he may vary policy conditions only 
through the medium of endorse- 
ments, 

Not nearly so well known, oddly 
enough, is the fact that binding au- 
thority does not extend to classes 
not written by the company, or to 
risks which are required to be re- 
ferred to it for consideration. 
Whether lists of such risks accom- 
pany the agency agreement or not, 
it is not anticipated that the agent 
put the company on risks 
which his experience tells him it 


will 


does not write. 

Subject only to real or construc- 
tive notice of the limitations upon 
the binding power of the agent, the 
third party whose risk is “bound” is 
protected against loss. Against such 
innocent third party, the carrier 
cannot plead that the agent has ex- 
ceeded his authority. It follows that 
an assured who is unaware that the 
agent has no power to bind his risk 
has a valid binder and may enforce 
it against the company. If an as- 
sured is a businessman who knows 
from experience that agents gener- 
ally do not have authority to bind 
his particular class of risk, he does 
not stand in as secure a position. 

Whenever a risk is “bound” with- 
in the real or apparent scope of 
authority of the agent, the company 
is liable. Real authority is the actual 
power granted the agent, whereas 
apparent authority is that which the 
public can reasonably rely upon as 
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generally being granted to the 
agent. While this statement some- 
what oversimplifies a complicated 
subject, it is sufficient to illustrate 
essential differences. In the event 
the agent has exceeded his real au- 
thority, the company possesses a 
right of action against that agent to 
recover damages to the full extent 
of the loss, if any, resulting from 
such act. Should a “prohibited” risk 
be bound and loss occur, the com- 
pany, after paying the loss, may 
proceed against the agent for reim- 
bursement. 


THe Basic REASON 


The basic reason for the exist- 
ence of binding authority is that it 
enables the agent to provide cover- 


age at once, pending the issuance 
of a policy. Disregard of this funda- 
mental causes trouble. It is not con- 
sidered good practice to issue a 
binder on a risk not acceptable un- 
der a regular policy for a customary 
term. 

A binder is said to “bind” the 
company to pay the loss. It also 
binds the insured to pay the pre- 
mium. Without this consideration, 
the question of a valid contract 
arises. While occasionally a compa- 
ny may choose to waive a small 
premium where accounting ex- 
penses exceed the earned premium, 
it normally expects to be paid for 
its services as does any business. 


January 


Cancelling a binder “flat” at best 
invites unpleasantness and perhaps 
litigation if a loss be discovered 
after such cancellation. Some call 
this practice discriminatory. 

A binder is not intended for “pro- 
hibited” or “submit” risks, or those 
of a doubtful nature. Binding in- 
surance pending the outcome of 


Bernard G. Brissman 


such a submission is rarely justified. 
Nor is a binder a money-back guar- 
antee, that is, insurance on the 
trial-and-approval basis. Everyone 
will admit that a premium is earned 
on a proper binder regardless of in- 
cidence of loss. A premium is paid 
for transferring a risk, not for pay- 
ing a loss. 

Some of the more frequent causes 





DON'T ABUSE THOSE BINDERS 


When an oral binder is given, it should be confirmed by a written one 


of difficulty in the use of binders 
are these: 

1. Oral binders. When an oral 
binder is given, it should be con- 
firmed by a written one. 

2. Informal written binders. 
Rarely are these complete. Often 
dates, limits or exact coverage pro- 
vided are lacking. 

3. Written binders held in the 


office for days or weeks after issu- 
ance. Binders should be forwarded 
to the company promptly in accord- 
ance with the agency agreement. 
4. Failure to terminate binders. 
If a binder is to be cancelled, steps 
must be taken to effect termination. 
5. Binders on “prohibited” and 
“refer” risks. These are dynamite. 
6. Cancelling binders “flat.” 
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Should we give away our services 
and our product? 

7. Failure to make policy incep- 
tion date coincide with binder it re- 
places. 

Proper use of binding authority 
encompasses these essentials: 


1. By companies: 


A. Clear, definite, 
structions as to risks not to 


written in- 


be bound pending approval. 
B. Clear, definite, written in- 

structions as to the procedure 

in issuing and terminating 

written binders. 

Distribution of adequate sup- 

plies of binder forms. 

’ agents: 
Use of written binder on the 


form furnished by the com- 
pany as a firm rule. 
Confirmation of 
binder by a written binder. 
Familiarity with the agency 
agreement and exercise of 
good judgment before bind- 
ing a risk, 


every oral 


Few will say binders should 
never be cancelled without charge 
or that a binder on a short-term risk 
should never be issued. Binders are 
a part of the business and should 
continue to be issued regularly as 


exigencies of business require, but 


most insurance men will agree that 
much abuse exists in the use of, or 
the failure to use, binding author- 
ity. A return to fundamentals and 
common sense is in order. 








IMPORTANT ANNOUNCEMENT 


From now on, the CASUALTY AND SURETY JOURNAI 
will be issued bimonthly, throughout the year. We 
believe our readers will welcome this change, which 
avoids the long lapse between publications during 


the summer months.—Ed. 
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began his bonding career with the 
Fidelity and Deposit Co. in their home 
office, and when that company was 
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of Directors and executive committee 
in 1944, He became a director of the 
Pilot in 1948; assistant treasurer in 
1944, That same year he was also 
elected to the Board of Directors and 
executive committee, as well as vice 
president, of the Planet. (The Agent 
& the Backman Study, page 11.) 
7 7 7 

O. SHaw Jounson, recently-elected 
president of the National Association 
of Insurance Agents, is president of 
J. H. Johnson & Co., Clarksdale, Miss. 
Active in civic and insurance organi- 
zations, he served last year as vice 
president of NAIA, as well as chair- 
man of the executive committee and 
national state director from Mississippi. 
He was a member of the state asso- 
ciation Board of Directors for six 
years, of the executive committee 
for five, president in 1942 and 1948, 
and vice president last year. He holds 
a B.S. degree from the University of 
Mississippi. (Tomorrow Is Yours—Ifl, 
page 25.) 


A 7 7 
W. Ross McCain has been president 
of the Aetna Insurance Group since 
1933, and is currently president of the 
National Board of Fire Underwriters. 


He holds B.A., M.A. and LL.D. de- 
grees from the University of Arkansas. 
He was admitted to the Arkansas bar 
in 1903. Beginning his insurance ca- 
reer with a local agency in Arkansas, 
he served for two years as special 
agent for Texas and Arkansas with the 
Phoenix Insurance Co. before joining 
the Aetna in 1911. He has been an 
officer of the Aetna for 30 years and 
a director for 20. (What’s Ahead for 
Fire Insurance, page 19.) 
7 7 v 
Ray Murpuy, general counsel of the 
Association of Casualty and Surety 
Companies, was formerly insurance 
commissioner of Iowa and is past Na- 
tional Commander of the American 
Legion. (A Challenge to State Regu- 
lation, page 51.) 
7 7 7 

Paut RuTHERFORD, president, Hart- 
ford Accident and Indemnity Co., 
started his insurance career with the 
U.S. Fidelity and Guaranty Co., and 
later the American Bonding Co. and 
the American Surety Co. After serving 
as manager for Missouri and southern 
Illinois for the Fidelity and Deposit 
Co., he joined the Hartford in 1914 
as New York manager. Elected vice 
president in charge of New York City 
and metropolitan business in 1929, he 
went to Hartford in 1934 as vice pres- 
ident and general manager; in 1936 
elected to the Board of Directors; in 
1937, president, and in 1941, director, 
Hartford Fire Insurance Co. (Some 
Problems and Opportunities, page 1.) 


CREDITS—Photos: p. 3, John Haley; 
p. 7, A. F. Sozio from Gendreau; p. 13, 
Fabian Bachrach; pp. 15, 61, Philip D 
Gendreau, N. Y.; p. 22, National Board 
of Fire Underwriters; pp. 31, 34, 48, 
Acme Newspictures, Inc.; pp. 32, 33, 41, 
Reeder, Del.; p. 53, Blackstone Studios, 
Inc.; p. 55, G. A. Douglas from Gen- 
dreau. Art Work: Horace T. Elmo, Bill 
King, Reamer Keller. Cover design and 
spot drawings, M. J. Kopsc 0 





ASSOCIATION OF 
CASUALTY AND SURETY COMPANIES 


Representatives receive the JOURNAL by courtesy of one or more of the following 
member companies, through whose cooperation its publication is made possible 


ak. 
eo 
Accident & Casualty Insurance Company of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Casualty Company American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company of New York 
Bankers Indemnity Insurance Company Boston Insurance Company 
Car and General Insurance Corporation, Ltd. 
Century Indemnity Company Columbia Casualty Company 
Commercial Casualty Insurance Company Connecticut Indemnity Company 
Eagle Indemnity Company Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Ltd. 
Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corporation, Ltd. 
General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye Casualty Company 
Home Indemnity Company Home Insurance Company of Hawaii, Ltd. 
Indemnity Insurance Company of North America 
Inland Empire Insurance Company _Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
Newark Fire Insurance Company New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Ltd. 
Ohio Farmers Indemnity Company 
Old Colony Insurance Company Pacific Insurance Company, Ltd. 
Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 
Providence Washington Indemnity Company Public National Insurance Company 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Southern Fire and Casualty Company 
Standard Accident Insurance Company 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company United States Guarantee Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 








Sec. 34.66, P.L. & R. 
Tue Casuatty & Surety JouRNAL U.S. POSTAGE 
60 John Street 


ew Yo ve Paid 
ein hy ip acl New York, ie 
Permit No. 10475 














